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EXECUTIVE  SUMMARY 


Background  and  Objectives 

This  repon  summarizes  the  findings  of  a  four-month  stud\  of  the  Massachusens  paper  industn.. 
which  was  sponsored  b\  the  Massachusens  Depanment  of  Environmental  Protection  (DEP)  and  the 
industrial  Services  Program  (ISP). 

The  stud\  had  two  complementar>  objectives: 

•  To  identif\  opportunities  for  increasing  the  competitiveness  of  rrimar>  pulp  and  paper 

manufacturers,  and 

•  To  identif\  opponuniiies  for  sustaining  or  increasing  the  use  of  recovered  paper  b\ 

Massachusens  paper  manufacturers. 

The  stud\  was  designed  to  serve  as  a  staning  point  for  collaboration  by  DEP.  the  ISP.  and  other 
panies  interested  in  w  orking  w  ith  the  state's  paper  industn  to  help  meet  the  state's  economic-development 
and  recNcling  goals 

This  report  is  based  on  in-depth  interview  s  with  26  paper  companies  representing  all  38  active 
primarN  pulp  and  paper  mills  in  Massachusens.  supplemented  b\'  information  gathered  from  a  number  of 
industn.  expens  It  is  organized  into  five  chapters.  Chapter  1  describes  the  project  background  and 
methodologN  used  for  data  collection  and  analysis.  Chapter  2  examines  the  competitive  issues  that  affect 
priman.  pulp  and  paper  manufacturers.  It  also  provides  information  on  existing  programs  aimed  at 
helping  manufacturers  meet  these  challenges.  Chapter  3  discusses  the  factors  that  influence  the  use  of 
recovered  paper  b>  primar>  pulp  and  paper  manufacturers.  The  chapter  also  identities  a  number  of 
programs  aimed  at  addressing  these  issues.  Chapter  4  provides  recommendations  on  w  a\  s  the 
Commonwealth  could  increase  the  effectiveness  of  its  assistance  to  the  paper  industry .  FinalK ,  Chapter  5 
describes  plans  for  follow  ing  up  on  the  work  summarized  in  the  report. 

Overview  of  the  Massachusetts  Paper  industry 

The  priman,  pulp  and  paper  manufacturers  of  Massachusetts  employ  more  than  4.500  people, 
representing  a  total  pa\roll  of  SI  47  million,  and  annually  contribute  $580  million  of  value  added  to  the 
state  economy.  Most  of  the  pulp  and  paper  mills  are  located  in  "economic  target  areas,"  where  local 
economies  depend  heavily  on  their  viability  (see  Figure  ES-1.)  In  many  cases,  the  pulp  and  paper  mills 
are  one  of  the  few  local  sources  of  high-paying  manufacturing  jobs,  paying,  on  average,  wages  of  about 
S12.50  per  hour  and  salaries  of  S37.000  per  year.  Thousands  of  other  jobs,  in  turn,  rely  on  the  mills.  They 
include  jobs  in  printing  and  conversion  operations,  wastepaper  recovery  and  processing,  paper-making 
machinen.  manufacturing,  energy  and  transportation,  and  a  host  of  service  businesses  such  as  cleaning  and 
food. 
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The  economic  challenges  faced  b\  the  Massachusetts  paper  industn  are  perhaps  best  illustrated  b\ 
the  fact  that,  in  the  past  five  \  ears.  10  of  the  state's  41  mills  have  shut  down  or  changed  hands.  Three  of  . 
these  mills  remain  idle,  leaving  the  state  with  38  active  mills. 

Massachusetts'  primar>  pulp  and  paper  mills  tend  to  be  smaller,  older  facilities  which  compete 
primariK  b\  ser\  ing  specialized  markets  and  by  offering  their  customers  higher-qualit)  products  or  more 
responsive,  customized  service  than  do  larger  paper  companies.  Most  mills  operate  24  hours  a  da) .  7  days 
a  w  eek  The\  use  hundreds  of  millions  of  dollars  w  orth  of  equipment  and  machiner>  .  and  consume 
significant  amounts  of  energ\  . 

The  stud\  identified  se\  eral  competitive  advantages  of  companies  that  make  paper  in 
Massachusens:  a  skilled  workforce,  a  core  competenc) ,  a  well-developed  infrastructure,  and  extensive 
educational  resources.  Several  competitive  disadvantages  were  also  identified.  They  include  the  costs  of 
energ\.  en\ ironmental  regulation,  health  care,  unemployment  insurance,  worker's  compensation,  and  state 
taxes.  This  report  identifies  a  number  of  state  programs  that  can  provide  financial  and  technical  assistance 
to  help  paper  manufacturers  meet  these  challenges. 

Use  of  Recovered  Paper 

Each  \  ear.  30  of  the  state's  38  active  priman.  pulp  and  paper  manufacturers  use  more  than 
800,000  tons  of  reco\  ered  paper  to  make  a  wide  range  of  rec>cled  products,  including  tissue  and  toweling, 
corrugating  medium,  egg  canons,  pizza  boxes,  writing  paper,  file  folders,  and  tube  board.  The  recovered 
paper  comes  from  sources  throughout  the  Northeast.  Located  closer  to  sources  of  wastepaper  than  to 
sources  of  virgin  fiber.  man\  Massachusetts  paper  mills  use  recovered  paper  to  reduce  their  raw  material 
costs,  as  well  as  to  meet  increasing  consumer  demand  for  recycled  products. 

Massachusetts  businesses  and  residents  generate  approximatel\  2.6  million  tons  of  wastepaper  per 
year.  ApproximateK  840,000  tons  of  that  waste  is  recycled.  Different  raw  material  needs  and  end 
products  drive  recovered-paper  markets  to  extend  beyond  state  lines.  However,  if  Massachusens  is  to  meet 
its  goal  of  recycling  46  percent  of  its  waste  by  the  year  2000.  it  must  support  local  industries  that  are 
capable  of  using  recovered  materials — including  paper — as  manufacturing  feedstock. 

To  the  degree  thai  using  recovered  paper  also  provides  the  state's  paper  mills  with  a  competitive 
advantage,  there  can  be  considerable  overlap  of  the  state's  economic  development  and  environmental 
objectives.  This  is  clearK  illustrated  by  Massachusetts  Recycling  Associates'  SI 90  million  investment  in  a 
deinking  pulp  mill  at  the  site  of  a  closed  paper  mill  in  Fitchburg.  Scheduled  for  stan-up  later  this  year,  the 
mill  w  ill  create  125  jobs  and  provide  strong  economic  incentives  to  increase  collections  of  its  primar>  raw 
material,  office  wastepaper. 

The  study  revealed  that,  w  hile  the  products  mills  make  determine  their  ability  to  use  recovered 
paper  as  a  raw  material,  all  mills  face  similar  barriers  to  increasing  their  use  of  recovered  paper.  Among 
these  barriers  are  the  quality  and  consistency  of  recovered  paper,  the  costs  of  obtaining  and  using  it,  the 
effects  that  using  recovered  paper  has  on  a  mill's  products,  and  the  demand  for  recycled  products  on  the 
part  of  a  mill's  customers.  This  repon  describes  each  of  these  factors  and  identifies  several  state  programs 
aimed  at  addressing  them. 

Recommendations  and  Next  Steps 

The  stud\  generated  ideas  for  several  steps  that  state  government  and  other  relevant  organizations 
can  take  to  increase  the  competitiveness  of  Massachusetts  pulp  and  paper  manufacturers  and  to  sustain  or 
increase  their  use  of  reco\  ered  paper.  Man\  invok  e  building  on  the  existing  programs  of  several  agencies. 
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Each  recommendation  has  something  to  do  with  helping  paper  manufacturers  make  capital  or 
operating  improvements  that  will  lead  to  long-term  economic  viabilir> .  job  retention  or  creation,  and 
sustained  or  increased  use  of  recovered  paper.  Some  recommendations  envision  direct  assistance,  while 
others  call  for  actions  that  affect  the  mills'  operating  environment.  The  repon  s  recommendations  include: 

Enhancing  communication  between  pulp  and  paper  manufacturers  and  state  assistance 
programs. 

Making  existing  state  programs  easier  to  access. 

Developing  training  programs  for  the  employees  of  pulp  and  paper  manufacturers. 

Promoting  partnerships  berv^een  universities  and  manufacturers  on  research  and  development. 

Providing  technical  assistance  in  meeting  regulatory  requirements. 

Providing  access  to  capital  through  grants  or  loans, 

Helping  companies  reduce  energ\  costs. 

Increasing  the  suppK  of  recovered  paper,  and 

Increasing  the  demand  for  recycled  products. 

To  follou  up  on  this  report,  the  ISP  (with  DEP  funding)  will  assemble  a  focus  solutions  group  of 
paper  manufacturers  and  state  assistance  providers  to  prioritize  the  most  promising  ways  of  assisting  the 
Massachusetts  paper  indusin. .  The  group  ma\  consider: 

•  Establishing  or  building  upon  paper  industn.  networks, 

•  Developing,  for  the  state's  economic  development  community,  a  workshop  or  training  on  the 
paper  industrv,  and 

•  Working  w  ith  universities  or  other  organizations  to  develop  employee-training  or  research- 
and-development  programs  responsive  to  the  paper  industry's  needs. 

In  addition,  the  ISP  will  continue  to  provide  direct  assistance  to  paper  mills,  when  appropriate.  DEP  will 
continue  its  efforts  to  promote  increased  recover)'  of  wastepaper  and  increased  demand  for  recycled 
products. 

For  More  Information 

More  information  about  this  study  is  available  from: 


Sarah  Dagher 

Manager,  Technology  Division 
Industrial  Services  Program 
(617)  727-8158  x  381 

Greg  Cooper 
Recycling  Specialist 

Department  of  Environmental  Protection 
(617)292-5988 


Jeffrey  Lissack 

Director,  Recycling  Market  Development 
Department  of  Environmental  Protection 
(617)  292-5583 
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1 .0    PROJECT  BACKGROUND 


The  Industrial  Ser\ices  Program  (ISP)  and  the  Department  of  Environmental  Protection  (DEPj 
have  joint!)  sponsored  a  stud\  of  the  primar>  manufacturing  segment  of  the  pulp  and  paper  industry  in 
Massachusetts.  This  stud\  is  one  step  \n  a  larger  process  of  increasing  the  primarv  pulp  and  paper 
manufacturers"  awareness  of  existing  state  programs,  and  in  making  those  programs  more  responsive  to  the 
manufacturers"  needs  b\  serving  as  the  catalyst  in  helping  policy-makers  to: 

•  Characterize  common  issues  that  affect  the  economic  viabilit>  of  the  industn,  ;  and 

•  Identif\  altematn  es  for  assisting  the  industr>  and  increasing  its  use  of  recovered  paper  in  the 
manufacturing  process 

1.1     Importance  of  Paper  Industry  to  the  Massachusetts  Economy 
and  to  Recycling 

The  primary  pulp  and  paper  manufacturers'  of  Massachusetts  currently  empIo\  4,500  people, 
representing  a  total  pa\roll  of  SI  47  million,  and  annuall\  contribute  S580  million  dollars  of  value  added  to 
the  state  econom\ Figure  1  on  the  next  page  shows,  by  county: 

•  The  number  of  people  employed  b\  the  primary  pulp  and  paper  manufacturers. 

•  The  tonnage  of  products  manufactured,  and 

•  The  tonnage  of  recovered  paper  used. 

Because  these  jobs  and  output  are  associated  with  the  manufacturing  sector,  the  pulp  and  paper 
manufacturers"  contribution  to  the  state  economy  is  even  greater  than  these  figures  show  .  The  Economic 
Policy  Institute  has  found  that  ever>  1 00  jobs  in  the  manufacturing  sector  generate  422  additional  jobs  in 
the  economx . '  Based  on  that  finding,  the  primar\  manufacturing  segment  of  the  paper  industry  generates 
over  1 7,000  additional  jobs  in  other  economic  sectors  (such  as  electric  services,  gas  production  and 
distribution,  transportation,  convening,  printing,  paper-making  equipment  manufacturing,  logging,  and 
secondar)  fiber  collection  and  sales). 

As  shown  in  Figure  2,  most  of  Massachusetts'  pulp  and  paper  mills  are  located  in  "economic 
target  areas.'"  The  mills  are  a  major  economic  force  in  these  areas,  which  meet  state-designated  criteria  for 
economic  need  and  distress,  and  the  paper  industr>'  represents  an  important  sector  of  the  Massachusetts 
economy.  In  Berkshire  County  alone,  the  paper  mills  surveyed  employ  more  than  1,750  people. 


'  Unless  otherwise  indicated,  the  study  focused  on  primary  pulp  and  paper  manufacturers  rather  than 
"conveners"  and  "container  plants." 

^  Robin  Ingenthron.  DEP;  "Value  Added  by  Recycling  Industries  in  Massachusens;"  July  1992;  p.l. 

Kern.  Sutton:  Nonheast-Midwest  Institute;  Trends  in  Manufacturing  in  the  Northeast-Midwest:  July 
1993;  pp  12-13. 
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Figure  1 :  The  Massachusetts  Paper  Industry 


COUNTS 

#OF 
FAC ILITTES 

#  OF 
EMPLOYEES 

PRODUCT 
TONNAGE 
(TONS/VR) 

RECYCLED 
lUMNAOt^ 

(TONS'YR) 

BERKSHIRE 

12 

1.751 

126.625 

37.843 

ESSEX.  MIDDLESEX 

6 

581 

140.880 

83.885 

FRANKU.N 

381 

66.000 

58.702 

HAMPDEN 

8 

923 

183,850 

161,645 

NORFOLK.  SUFFOLK 

-> 

313 

119.750 

157.000 

WORCESTER 

6 

772 

287.000 

318.110 

TOTALS 

38 

4,721 

924,105 

817,185 

'Note  The  tonnage  of  wastepaoer  can  exceed  tl^e  product  tonnage  because  a  portion  of  the  wastepaper 
(the  short  he'  weaKe'  tioers )  wino  up  as  a  byproduct  of  papermaking  rather  than  in  the  paper  itself 


Massachusetts  pulp  and  paper  manufacturers  also  are  essential  to  the  Commonwealth's  recycling 
efforts.  Using  approximate!)  800.000  tons  of  recovered  paper  per  year,  paper  and  pulp  mills  manufacture 
recycled  products  such  as: 

•  Deinked  pulp. 

•  Tissue  and  toweling. 

•  Corrugating  medium. 

•  Egg  cartons. 

•  Pizza  boxes. 

•  High-end  writing  paper. 

•  File  folders. 

•  Tube  board,  and 

•  Shoe  insoles. 

ApproximateK  30  of  the  38  active  primary  pulp  and  paper  manufacturers  in  Massachusetts  have  at  least 
some  recycled  product  lines.  These  companies  comprise  an  important  market  for  recovered  paper. 

1.2     Project  Sponsors  and  Goals 

Government  actions  are  more  likely  to  stimulate  growth  when  policy  is  based  on  a  solid 
understanding  of  what  is  needed  to  create  a  more  competitive  economy.  The  ISP's  primary  interest  in  this 
project  is  to  improve  the  competitiveness  and  success  of  the  paper  industry  and  to  preserve  a  source  of 
jobs  within  the  Commonwealth  by  improving  communication  among  the  paper  industry,  policy  makers, 
and  state  assistance  programs.  This  review  of  the  paper  industry  is  an  important  part  of  this  process. 

The  DEP  recognizes  that  maintaining  a  viable  market  for  waste  paper  is  an  essential  component  of 
its  recycling  program.  In  its  1995  Solid  Waste  Master  Plan  Update,  DEP  reaffirmed  its  target  for  the  year 
2000  of  recycling  46  percent  of  the  waste  generated  in  Massachusetts.  Waste  paper  accounts  for  38 
percent  of  the  total  waste  stream,  and  SO  percent  of  the  waste  material  recycled.  To  meet  its  target, 
therefore.  DEP  must  continue  to  increase  the  collection  of  waste  paper  and  cultivate  a  healthy  market  for 
this  material. 
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The  goal  of  this  stud\  is  to  identify  opportunities  for  increasing  the  competitiveness  of  primarv' 
pulp  and  paper  manufacturers  and  sustain  or  increase  their  use  of  waste  paper  The  most  promising 
opportunities  to  meet  both  goals  are  those  which 

•  Allow  an  otherwise  failing  company  that  uses  recovered  paper  to  sta\  in  business; 

•  Enable  a  compan\  to  make  a  process  change  that  increases  its  use  of  recovered  paper: 

•  Allou  for  productivity  improvements  that  increase  the  use  of  recovered  paper:  or 

•  Provide  capital  or  operating  assistance  to  cultivate  new  businesses  that  use  recovered  paper  in 
their  manufacturing  processes 

In  addition,  actions  that  enhance  the  ability  of  these  companies  to  manufacture  recycled  products,  or  that 
allow  them  to  use  recovered  paper  more  inexpensiveK ,  ma>  also  make  the  entire  industp.  more 
competitive. 

1.3  Overview 

This  report  should  be  useful  to  economic  development  agencies,  policy  makers  (such  as  state 
legislators),  paper  companies,  and  an\one  interested  in  the  following  issues: 

•  The  importance  of  the  paper  industp.  to  the  Massachusetts  econom> ; 

•  Competitiveness  of  the  paper  industry ; 

•  Impediments  to.  and  opportunities  for,  expansion:  and 

•  Barriers  and  incentives  affecting  the  use  of  recovered  paper  by  the  paper  industry. 
The  repon  examines  the  alternatives  suggested  b\  the  companies  interviewed  for: 

•  Resolving  recycling  or  overall  economic  issues:  and 

•  Capitalizing  on  opponunities  for  expanding  operations. 

This  report  provides  an  overview  of  the  problems  shared  by  primary  pulp  and  paper 
manufacturers  in  Massachusens.  It  also  identifies  existing  state  assistance  programs  and  ways  that 
companies  can  approach  the  agencies  that  administer  the  programs.  (See  Appendix  A.  More-detailed 
information  on  state  assistance  programs  is  being  sent  to  pulp  and  paper  manufacturers  under  separate 
cover.)  Finalh .  the  report  provides  some  specific  suggestions  and  outlines  an  ongoing  process  for 
addressing  the  competitive  and  recycling  issues  that  have  been  identified. 

1.4  Methodology 

The  DEP  and  the  ISP  entered  into  a  joint  agreement  to  hire  a  recycling-business  consultant  to 
work  with  the  state's  paper  mills  and  explore  how  to  improve  their  economic  efficiency  through  their 
continued  or  expanded  use  of  waste  paper  as  a  raw  material.  This  collaborative  study  js  part  of  a  pilot 
effort  to  encourage  the  state  s  economic  development  agencies  to  expand  the  business-planning  assistance 
they  offer  to  recycling-related  businesses.  DEP  contributed  the  majority  of  the  funding  for  this  study, 
which  was  managed  by  the  ISP. 

The  ISP's  interest  in  managing  this  study  evolved  from  its  1 1  years  of  providing  business 
assistance,  workforce  training,  management  counseling,  and  financial  assistance  to  Massachusetts-based 
manufacturers.  The  stud\  was  set  up  in  such  a  wa>  that,  if  a  paper  mill  w  as  found  to  have  a  need  that  could 
be  addressed  b\  a  state  program,  the  rec\ cling  business  consultant  would  refer  that  mill  to  the  appropriate 
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state  assistance  program.  For  example,  a  mill  might  need  help  with  financing,  permining.  trainins. 
marketmg.  energ\  en\ ironmentai  concerns,  or  manufacturing  processing-related  issues. 

A  primar\  objectn  e  of  the  DEP  -  ISP  collaboration  was  the  preparation  of  a  written  report  that  (1 ) 
identifies  the  ke>  business  challenges  faced  b\  the  state's  paper  recycling  industp.-  and  (2)  recommends 
ways  the  state  government  and  economic  development  agencies  can  help  to  strengthen  the  paper  industry. 
The  DEP  and  the  ISP  wanted  to  identify .  with  the  help  of  the  state's  paper  mills  that  were  interviewed,  the 
barriers  to  continued  or  increased  use  of  recovered  paper  as  manufacturing  feedstock.  The  study  sponsors 
also  wanted  to  identif\  opportunities  for  overcoming  these  barriers  in  ways  that  improve  the  economic 
viability  of  the  state's  paper  industn..  and  they  wanted  to  recommend  potential  actions  by  state  government 
to  help  paper  mills  take  advantage  of  these  opponunities. 

From  March  to  June  of  1995.  a  paper-industry  expen  conducted  in-depth  interviews  of  26 
companies,  representing  all  38  of  the  active  primary  pulp  and  paper  mills  in  Massachusetts  (Appendix  B). 
In  most  cases,  either  the  top  executives  or  the  regional  manager  of  each  firm  was  interviewed  Often,  the 
interviewer  spoke  with  several  people,  including  the  managers  of  such  functional  areas  as  the  operations, 
technical,  purchasing,  and  finance  departments,  and  with  hourK  employees.  The  companies  participated  in 
the  study  on  the  condition  that  proprietan.  .  compan\ -specific  information  be  kept  confidential 
ConsequentK .  this  report  summarizes  the  aggregate  data  collected  and  does  not  present  much  information 
about  individual  companies. 

The  stud)  focused  on  priman.  pulp  and  paper  manufacturers.  Unless  otherwise  indicated, 
statistical  data  on  "conveners"  and  '  container  plants"  were  not  included  in  the  study  because  such 
operations  simply  transform  a  paper  mill  product  into  an  end  product;  they  do  not  directly  use  waste  paper. 
For  example,  a  converter  might  make  cardboard  using  corrugating  medium  and  other  manufactured 
materials,  and  a  container  plant  might  then  assemble  a  box  with  the  cardboard.  While  this  sector  does  not 
directh  affect  the  net  use  of  recovered  paper,  it  is  an  important  link  in  the  economic  chain  of  the  entire 
paper  industp. .  Four  paper  converters  and  one  recycling  center  were  interviewed  for  this  study  to  establish 
a  broader  understanding  of  some  competitive  and  rec\  cling  issues  identified  by  primary  pulp  and  paper 
manufacturers. 

Initially,  the  ISP  and  DEP  developed  a  preliminary  list  of  topics.  These  topics  were  pilot  tested  in 
interviews  with  four  different  companies.  After  review  ing  the  results,  the  ISP  and  the  DEP  worked  with 
the  paper-industp.  expert  who  conducted  the  interviews  to  refine  the  list  of  topics  (See  Appendix  C).  Since 
all  the  pulp  and  paper  companies  in  Massachusetts  participated  in  the  stud\ ,  this  report  presents  a 
comprehensive  overview  of  the  issues  facing  the  primary  manufacturing  segment  of  the  paper  industry . 

Once  this  stud>  is  reviewed  by  the  paper  industry,  policy  makers,  and  economic  development 
agencies,  the  ISP  will  assemble  a  focus/solutions  group  to  review  the  report  and  identify  ways  to  assist 
primary  manufacturers.  The  group  may  decide  to: 

•  Establish  new  industry  networks, 

•  Expand  existing  networks, 

1 

•  Develop  a  curriculum  for  training  the  state's  economic  development  community  in  how  to 
assist  the  paper  industry,  or 

•  Work  with  universities  and  other  state  and  local  groups  to  develop  employee-training  or 
research-and-development  programs  that  are  responsive  to  the  needs  of  the  industry. 

Having  examined  the  issues  and  problems  confronting  primar>'  manufacturers,  the  ISP  and  DEP 
hope  to  work  \\  ith  existing  state  capital  and  technical  assistance  programs  to  make  them  more  accessible 
and  responsive  to  the  needs  of  the  paper  industry . 
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2.0    COMPETITIVE  ISSUES  THAT  AFFECT  PRIMARY  PULP  AND 

PAPER  MANUFACTURERS 


The  paper  industn.  appears  to  be  one  traditional  manufacturing  segment  in  which  Massachusetts 
can  remain  competitive  through  innovation,  training,  the  capture  of  niche  markets,  and  the  development 
and  use  of  new  technolog> . "  This  chapter  summarizes  the  competitive  issues  that  affect  primary  pulp  and 
paper  manufacturers. 

2.1     Pulp  and  Paper  Manufacturing  is  Capital  Intensive 

Papermaking  began  as  an  art,  and  there  are  still  people  who  make  ver\  high-quality  paper  by  hand 
and  sell  it  by  the  sheet.  Companies  that  make  paper,  however,  depend  upon  low-cost,  high-volume 
production  to  remain  in  business.  As  Figure  3  shows,  the  average  paper  machine  is  as  long  as  a  football 
field  and  as  tall  in  places  as  a  two-stor\'  building.  A  new  paper  machine  costs  from  less  than  SI 00  million 
to  several  hundred  million  dollars,  not  including  the  cost  of  pulping  equipment  or  the  building  and  other 
infrastructure  needed  to  house  the  machine. 

Figure  3:  A  Paper-Making  Machine 


Phoio  counesy  of  Beioit  Corporation. 


*  Executive  Office  of  Economic  Affairs  and  University  of  Massachusetts;  "A  Statewide  Strategy  for  Job 
Creation  and  Economic  Growth;"  May  1993;  p.  96. 
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An  a\  erage  paper  machine  is  a  collection  of  enormous  moving  steel  pans,  it  starts  w  ith  the 
headbox.  where  the  "■furnish"  (a  mixture  of  approximaieh  97  percent  uaier  and  3  percent  fiber  and 
chemicals)  is  manipulated  and  fed  onto  the  forming  area.  From  the  forming  area  through  the  press  and 
dr>'ing  sections  of  the  machine,  one  of  the  primary  goals  of  the  process  is  to  remove  the  vast  majorit>  of 
that  u  ater  from  the  fiber  mat  as  the  sheet  of  paper  is  formed.  TTie  finished  sheet  contains,  on  average 
depending  on  the  product,  only  5  percent  moisture.  Making  paper  requires  a  large  amount  of  energy,  both 
for  the  steam  required  in  the  dr>  ing  process  and  to  power  the  turbines  and  drives  that  keep  this  massive 
equipment  running  24  hours  per  day.  7  days  per  week. 

Each  paper  machine  is  designed  to  produce  a  specific  range  of  products  at  the  quality  level  and 
with  the  efficiencN  necessan.  to  be  competitive.  As  market  needs  change,  it  is  extremelv  expensive  to 
make  the  physical  modifications  to  a  machine  that  are  required  to  sta\  in  business.  As  the  technology  has 
advanced,  customers  have  come  to  expect  even  higher  levels  of  qualir\ .  ConsequentK,  more-expensive 
computer-driven  process-control  systems  are  necessar> ,  and  the  purchase  price  of  a  machine  is  only  the 
beginning  of  major  annual  capital  outla>  s  to  meet  customer  needs. 

Over  the  last  few  years  (and  including  projections  through  1997)  United  States  mills  purchasing 
new  paper-making  equipment  spent  on  average  S203.200.000.  The  cost  of  this  equipment  ranges  from 
SI  0.5  million  to  S380.0  million.   Examples  of  proposed  or  current  capital  improvements  being  considered 
b\  Massachusetts  pulp  and  paper  mills  inter\iewed  include: 

•  S4.5  million  for  a  new  pulper  and  feed  s\stem  with  higher-load  presses: 

•  S 1 .0  million  to  replace  a  turbine;  and 

•  S750.000  for  sludge  dewatering  equipment. 

One  compan\  indicated  that  remaining  competiti\e  requires  an  annual  investment  of  at  least  SI  00,000  in 
operating  improvements  alone.  In  addition,  extensive  annual  capital  outla\s  are  required  to  meet  safety 
and  environmental  regulations. 

2.2     Pulp  and  Paper  Manufacturing  is  Energy  Intensive 

Paper  manufacturing  ranks  fifth  in  energy  use  among  all  manufacturing  sectors.*  One 
Massachusens  paper  manufacturer  said  that  energ>  costs  represent  8  percent  of  its  total  manufacturing 
costs.  The  energv  costs  of  companies  interviewed  that  reported  this  information  ranged  from  $100  to  $167 
per  ton  of  product.  One  paper  manufacturer  reported  spending  S4.7  million  per  year  on  energy. 

Massachusetts  ranks  sixth  in  energ\  costs,  placing  Massachusetts  companies  at  a  disadvantage  in 
competing  with  companies  from  other  states.  Figure  4  on  the  next  page,  provided  by  the  state  Division  of 
Energ\  Resources,  shows  Massachusetts"  overall  electricity  costs  were  41  percent  above  the  national 
average  as  of  1992.  Since  1970  the  state  s  electricity  costs  have  been  between  34  and  59  percent  above  the 
national  average  (excluding  the  oil  crisis  years  of  1974  -  1977,  when  energy  was  very  expensive,  and  the 
relatively  lower  cost  \  ears  of  1985-1989  when  there  was  a  significant  drop  in  overseas  oil  prices). 


^  Miller  Freeman  Inc.:  Pulp  &  Paper  Project  Report  Mill-by-Mill  Listings  of  Capital  Spending  Programs 
by  Pulp  and  Paper  Mills  In  the  United  States  and  Canada  in  1994  and  Planned  for  Completion  in  J  995 
and  Later:  1995. 

"C.  Comeau.  M.  Mullane\.  and  M.  Rapp:  "The  Paper  lndustr>  in  Western  Massachusens:"  December  18. 
1991. 
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One  compan>  interviewed  reported  pa>'ing  energ\'  costs  of  S20  per  ton  of  product  in  Florida,  as 
compared  to  SI 00  per  ton  in  Massachusens.  Another  mil!  indicated  spending  S500.000  on  energ\  per  \  ear 
in  Massachusens  and  onl\  SI 50.000  in  Pennsylvania  and  Ohio, 


Figure  4:  Massachusetts  Electric  Rates 
Percentage  Above  Natbnal  Average,  1970-1994 


1970     1972      1974      1976     1978     1980      1982     1984     1986      1988     1990      1992  1994 

Source:  Compiled  from  Energy  Information  Administration  data. 


To  help  offset  higher  energ\  costs,  investor-owned  utilities  (both  gas  and  electric)  and  quasi- 
public  state  agencies  have  created  program  initiatives  that  may  help  Massachusetts-based  companies 
improve  their  energ\  efficienc\ .  These  programs  view  energ\'  efficiency  as  an  important  means  of 
increasing  the  competitiveness  of  Massachusens  manufacturers  and  other  energy-intensive  businesses. 
They  provide  opportunities  to  reduce  energy  and  operating  costs  by  upgrading  or  improving  old 
equipment.  Utilities  have  developed  demand-side  management  (DSM)  programs  aimed  at: 

•  Promoting  energ>  efficiency  for  their  customers,  and 

•  Finding  other  resources  that  may  offset  the  need  for  additional  power  plants  (which  would 
raise  the  cost  of  electricit\  and  increase  dependency  on  fossil  fuels  such  as  coal  and  oil). 

Other  programs  to  assist  companies  with  energy-related  projects  are  offered  by  the  Massachusens 
Division  of  Energ\  Resources  (DOER),  Massachusens  Industrial  Finance  Agency  (MIFA),  the  Office  of 
Technical  Assistance  (OTA),  and  the  ISP.  Through  its  Energy  Advisor  Service  (EAS).  DOER  provides 
technical  assistance  to  help  companies  identify  energy-saving  opportunities  and  recommends  cost-effective 
methods  for  improving  eners>  efficienc\.  MIFA  (now  part  of  the  Massachusens  Development  Finance 
AgencN )  provides  various  forms  of  financing  for  manufacturing  companies;  funding  is  available  for 
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recycling.  energ\.  and  environmental  projects.  The  OTA  provides  companies  with  technical  assistance  on 
various  environmental  and  toxic-use-reduction  projects.  The  ISP  provides  business  consultins.  trainine 
services,  and  fmancing  for  Massachuserts  manufacturers,  including  companies  that  undenake  ener2\ 
efficienc)  or  environmental-improvement  projects. 

Other  collaborative  programs  are  available  to  assist  companies  with  their  energy  and 
environmental  needs.  TheN  include  joint  program  effons  of  other  non-profit  or  public-purpose 
organizations  and  joint  program  effons  of  local  utilities  and  municipalities.  Some  of  these  programs  and 
their  broader  ser\  ice  offerings  are  listed  in  Section  4.2  of  this  report. 

Some  of  the  manufacturers  interviewed  have  alread\  taken  advantage  of  existing  energ\ 
assistance  programs.  One  compan\  recenti\  negotiated  a  rate  reduction,  which  translates  to  annual  savings 
of  $40,000  to  S50.000, 

The  state  Department  of  Public  Utilities  has  proposed  requiring  electric  utilities  to  outline  a 
process  for  opening  the  retail  electricit\  market  to  competition.  In  theor> .  this  would  allow  any  industrial, 
commercial,  or  residential  user  of  electricitv  to  choose  their  electric  compan\ .  More  information  on  the 
proposed  restructuring  of  the  electric  industrv'  is  provided  in  Appendix  D 

2.3  Massachusetts  has  a  Well-Developed  Manufacturing  Infrastructure 

Massachusetts"  manufacturers  have  been  producing  paper  since  the  early  1800"s.  and  man\  are 
using  old  paper-making  equipment.  Some  Massachusetts  mills  are  using  paper-making  equipment  that  was 
built  in  the  1800  s.  In  some  cases,  these  machines  were  designed  to  make  an  entirely  different  product. 

Over  the  last  5  s  ears,  about  10  mills  have  shut  down  or  changed  hands  in  Massachusetts,  and  three 
of  these  facilities  remain  idle.    Because  paper  making  is  so  capital  intensive,  these  vacant  mills  represent  a 
useful  resource,  albeit  an  old  one.  A  company  that  wishes  to  expand  or  begin  paper-making  operations 
ma\  choose  to  take  advantage  of  Massachusetts'  existing  manufacturing  facilities,  rather  than  begin 
operations  in  a  new  location.  In  addition,  such  a  companx  could  take  advantage  of  the  trained  labor  force 
in  the  area,  as  well  as  the  existing  transportation  network,  water  and  fiber  supplies,  and  permits. 

Most  in\  estment  in  the  paper  industr\'  involves  upgrading  existing  infrastructure,  rather  than 
buying  neu  paper-making  equipment.  For  example,  in  1995  more  than  100  paper  manufacturers  nation- 
wide invested  in  upgrading  or  retrofitting  equipment,  but  onl\  a  dozen  purchased  new  equipment.^ 
Upgrading  paper-making  equipment  is  especialK  important  in  an  area  such  as  Massachusetts,  where  older 
paper-making  machines  are  used. 

2.4  Massachusetts'  Small  Pulp  and  Paper  Companies  Compete  by 
Servicing  Specialized  Markets 

Over  the  last  20  years  the  paper  and  paperboard  industry  has  been  marked  by  "dramatic 
consolidation  of  ownership." '  However,  in  an  industry  which  has  tended  to  be  dominated  by  large 
companies,  all  of  the  pulp  and  paper  mills  in  Massachusens  are  small  businesses  (if  considered  on  a  facility 


'  1991-1995  Lockwood-Post 's  Directory'  of  the  Pulp,  Paper,  and  Allied  Trades;  Miller  Freeman,  Inc.,  1994. 

*  Miller  Freeman  Inc.;  Pulp  &  Paper  Project  Report  Mill-by-Mill  Listings  of  Capital  Spending  Programs 
by  Pulp  and  Paper  Mills  hi  the  United  States  and  Canada  in  1994  and  Planned  for  Completion  in  1995 
and  Later:  1995. 

Industry  Brief  Paper  and  Papcrhoard  Mills:  EPRl:  p. 4 
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basis,  independent  of  their  parent  companies)."'  Sixr>-seven  percent  of  the  pulp  and  paper  mills  are 
privateK  held,  and  of  these.  42  percent  are  family-owned  businesses.  The  average  pulp  and  paper  mill  in 
Massachusens  emplov  s  1 18  people,  but  its  out-of-state  competitors  emplo\  an  average  of  289  people  per 
mill  ' '  Each  Massachusens  mill  produces  an  average  of  24.000  tons  of  product  per  year.  (The  smallest 
produces  less  than  5.000  tons  per  year.)  The  indusrr,  average  is  128.000  tons  of  product  per  mill  per 
year.'' 

Most  Massachusens  pulp  and  paper  mills  compete  w  ith  the  large  paper  companies  by  offering  a 
higher-quality  product  or  more  responsive,  customized  service.  In  some  cases,  the  market  niche  targeted 
b>  a  Massachusens  mill  is  so  small  that  it  cannot  be  serviced  economicallv  v,hh  the  larger,  more- 
productive  paper  machines  used  elsewhere  Because  Massachusetts"  paper  machines  turn  out  product  in 
small  batches,  their  owners  can  service  small,  more-specialized  market  niches.  They  also  may  be  well- 
suited  to  capture  emerging  niche  markets  for  recycled  products. 

As  a  major  part  of  their  business  strategies,  Massachusetts"  specialty-market-oriented  paper 
manufacturers  pursue  business  that  is  not  economicallv  serviced  with  high-speed,  high-volume  machines. 
This  means  that  a  critical  element  to  their  success  is  the  ability  to  understand  market  needs  and  rapidly 
develop  new  products  to  meet  them 

2.5  Much  of  the  Primary  Pulp  and  Paper  Manufacturing  Industry  is  Located 
in  Economic  Target  Areas 

As  show  n  in  Figure  2.  much  of  the  primary  pulp  and  paper  manufacttjring  industry  is 
located  in  western  Massachusens  towns  such  as  Dalton  and  Lee.  However,  the  pulp  and  paper 
industry  is  also  concentrated  in  several  central  Massachusetts  communities  such  as  Fitchburg. 
W  est  Springfield,  and  Ho!\  oke.  A  very  small  number  are  scattered  across  eastern  Massachusens. 

Although  paper  mill  employees  comprise  a  fairlv  small  portion  of  the  state-wide  work  force,'"' 
some  local  economies  depend  heaviK  on  the  viability  of  the  paper  mills.  Most  of  the  38  active  pulp  and 
paper  mills  operating  in  Massachusetts  are  in  economic  target  areas,  which  meet  one  or  more  criteria 
defining  economic  need  and  distress.  In  many  cases  pulp  and  paper  manufacturers  are  one  of  the  few  local 
sources  of  high-pa\  ing  manufacturing  jobs,  paying  on  average  wages  of  approximately  $12.50  per  hour 
and  salaries  of  S?".000  per  \ear. 

2.6  Massachusetts  Produces  a  Wide  Variety  of  Paper  Products 

Figure  5  show  s  the  number  of  Massachusetts  mills  that  manufacture  products  in  these  categories:" 


Under  the  Regulatory  Flexibility  Act  (13  CFR  12 1 .601)  Pulp.  Paper  and  Paperboard  manufacturers  are 
considered  small  business  if  they  employ  less  than  750  people. 

"  Department  of  Commerce  Economics  and  Statistics  Administration;  1992  Census  of  Manufacturers: 

Industry  Series.  Pulp.  Paper  and  Board  Mills,  p.  26A-7. 

1995  Lock\K'ood-Posi  s  Directory  of  the  Pulp.  Paper,  and  Allied  Trades;  Miller  Freeman,  Inc.;  1994;  pp  3 
and  11 . 

'  "  Executive  Office  of  Economic  Affairs  and  University  of  Massachusens;  "A  Statewide  Strategy  for  Job 
Creation  and  Economic  Growth;""  Ma\  1993;  p.  86. 

If  a  mill  produced  more  than  one  paper  product,  it  was  assigned  to  the  category  that  reflected  most  of  its 
product  line. 
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•  High-end  writing  papers: 

•  Tissue  and  toweling; 

•  Corrugating  medium; 

•  Specialt)  papers; 

•  Paperboard  and  specialty  board;  and 

•  Pulp. 

The  high-end  w  riting  papers  categor>  encompasses  high-qualit>  writing  paper,  which  often 
includes  some  cotton  fiber.  Corrugating  medium  is  the  fluted  material  glued  between  linerboard  to  give 
cardboard  structural  stiffness  and  rigidit\ .  The  specialty'  papers  categoiA  is  composed  of  a  w  ide  variety  of 
products,  including: 

•  Laminate  papers: 

•  Cigarette  filter  papers: 

•  CurrencN; 

•  Automotive  filter  papers:  and 

•  Book  cover  stock 

The  paperboard  and  speciali\  board  categop.  encompasses  a  broad  range  of  products  including: 

•  File  folders. 

•  Food  packaging. 

•  Tickets. 

•  Tube  board,  and 

•  Shoe  insoles. 

Figure  5:  Number  of  Mills  by  Product  Category 


Number  of  Mills 
0  2  4  6  8  10         12  14 


Paperboard  Specialty 


Tissue/Toweling  H^^^^^l  3 


Specialty  Paper 
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Figure  6  shov\s  the  percentage  distribution  of  mills  b\  product  categor\  .  Most  paper  mills  in 
Massachusens  produce  either  high-end  uriting  papers  or  specialt\  papers.  Approximate!)  20  percent  of 
the  paper  companies  manufacture  paperboard  and  specialt>  board  products.   The  manufacturers  of  tissue 
and  toweling,  corrugating  medium,  and  pulp  account  for  less  than  20  percent  of  the  sute's  pulp  and  paper 
manufacturers 

Figure  6:  Percentage  of  Mills  in  Each  Product  Category 


Figure  7  shou  s  the  output,  in  tons,  of  Massachusetts  mills  in  each  product  category.  Comparing 
Figure  6  u  ith  Figure  7.  it  is  clear  that  the  percentage  distribution  among  product  categories  is  considerabl\ 
different.  For  example,  the  sole  pulp  mill  in  Massachusetts  generates  one-fifth  of  the  state's  tonnage.  And 
although  almost  one-third  of  the  mills  produce  high-end  writing  paper,  the\  account  for  only  12  percent  of 
Massachusens'  output,  in  tons 

Figure  7:  Paper  Mill  Output  as  a  Percentage  of  Total  Tonnage 


11% 
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Figure  1  showed  which  counties  produce  the  most  tonnage.  Worcester  and  Hampden  counties 
produce  the  most  product  and  wastepaper  tonnage.  In  Worcester  CountN'  (which  includes  the  towns  of 
Fitchburg  and  Baldwinville),  more  than  770  people  are  employed  at  6  facilities.  The  facilities  annually 
produce  about  287.000  tons  of  \  arious  paper  products  and  use  more  than  3 1 8.000  tons  of  wastepaper  in 
making  a  rec\  cled-paper  product.  Hampden  County  is  home  to  8  mill  facilities.  The  mills  employ  923 
people  to  produce  more  than  1 83 .000  tons  of  product  per  y  ear,  using  more  than  1 6 1 ,000  tons  of  w  astepaper 
in  the  process.  Onl\  five  of  the  26  companies,  representing  1 1  facilities.  empio>  over  200  people. 

2.7     Massachusetts'  Pulp  and  Paper  Manufacturers  Must  Compete  with 
Primary  Manufacturers  in  Other  States 

Massachusens  offers  advantages  and  disadvantages  to  pulp  and  paper  manufacturers.  All 
Massachusetts  pulp  and  paper  mills  compete  by  targeting  specialized  product  niches,  and  many  also  rel\  on 
higher  product  quality  and  service.   According  to  state  and  private-industr>  experts,  Massachusetts  pulp 
and  paper  manufacturers  ha\  e  several  competitive  strengths,  including: 

•  A  skilled  workforce. 

•  A  core  competenc\  (knowledge  of  some  aspect  of  the  market  place), 

•  Unique  technolog\  (process  or  product). 

•  An  existing  infrastructure. 

•  The  capabilit\  to  service  specialized  market  niches,  and 

•  Extensive  educational  resources. 

in  addition.  Massachusens  s  recycled-paper  manufacturers  are  located  near  densely  populated  areas,  which 
are  a  source  of  wastepaper.  One  paper  manufacturer  recently  decided  to  locate  in  Massachusetts  to  take 
advantage  of  the  existing  paper  manufacturing  infrastructure  and  the  skilled  workforce. 

Case  Study:  Tulip  Paper  Company 

In  October  of  1994.  a  potential  investor  in  the  Tulip  Paper  Company  visited  the  operator  of  a 
paper  mill  in  Canada  which  made  corrugating  medium.  He  learned  that  sales  of  corrugated  medium  w  ere 
projected  to  be  good  for  a  few  more  >  ears,  and  believed  that  a  window  of  opportunity  was  open. 

Market  research  was  initiated  to  identify'  closed  mills,  equipped  with  machinery,  in  the  United 
States  that  could  be  acquired  and  adapted  to  produce  the  grade  of  paper  needed  for  corrugating  medium. 
Closed  or  abandoned  mills  were  located  in  California,  Pennsylvania  and  in  Holyoke,  Massachusetts.  The 
ow  ner  of  the  Holyoke  mill  wanted  to  negotiate  the  best  deal  possible:  the  investors  were  encouraged 
because  the  other  mills  were  larger  and  their  refurbishing  would  be  more  expensive.  The  region's  supply 
of  wastepaper  and  relatively  favorable  energy  costs  (California,  Massachusetts,  and  Pennsylvania  ranked 
6th,  7th  and  13th  in  the  nation,  respectively,  in  1992  with  the  highest  electricity  costs)  also  weighed  heavily 
in  the  investors'  decision  to  locate  in  Massachusetts,  rather  than  California  or  Pennsylvania.  The  building 
lease  and  equipment  purchase  arrangement  the\  negotiated  made  the  investment  viable. 

Tulip  Paper  Company  w  as  established  in  March  of  1995,  employing  a  crew  of  about  16  people  to 
prepare  the  mill  for  start-up.  Unforeseen  problems  refurbishing  the  old  paper  machinery  have  delayed 
considerably  the  mill's  return  to  full  operation.  The  facility  was  in  poorer  condition  than  originally 
thought,  and  some  of  the  equipment  w  as  unsuitable  for  adaptation  to  making  the  grade  of  paper  required 
for  corrugated  medium.  Thus,  replacing  and  modifying  the  machiners'  and  support  systems  has  required 
more  capital  than  originally  anticipated.  And.  although  there  were  many  skilled  paper  mill  w  orkers 
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a\ailable  in  the  area,  it  has  been  difficult  to  find  production  and  engineering  personnel  with  both 
managerial  abilit>  and  experience  in  producing  this  grade  of  paper. 

NNTien  this  report  was  urirten.  Tulip  Paper  Compan\  had  been  approved  b\  the  Economic 
Stabilization  Trust  (administered  b>  the  ISP)  for  a  S260,000  term  loan,  a  S35.000  term  loan  from  the 
Holyoke  Regional  Business  Development  Corporation,  and  equitv  financing  from  a  New  England 
engineering  firm.  The  funds  w  ill  be  used  to  bring  jhe  plant  into  around-the-clock  operation  5  days  a  week. 
At  full  operation,  the  mill  is  expected  to  emplo>  between  45  and  60  workers  and  produce  more  than  75 
tons  of  corrugated  medium  per  da\ , 

Competitive  Disadvantages 

The  stop,  of  Tulip  Paper  Compan\  illustrates  some  of  the  advantages  of  doing  business  in 
Massachusetts   However,  pulp  and  paper  manufacturers  interviewed  for  the  ISP-DEP  stud)  also  identified 
several  disadvantages  of  doing  business  here.  They  include  the  relativel\  high  cost  of 

•  Energ>; 

•  Compliance  w  ith  en\ ironmental  regulations; 

•  Health  care: 

•  Unemployment  insurance; 

•  Vv  orkers"  compensation;  and 

•  Taxes. 

Se\  era!  pulp  and  paper  companies  w  ith  manufacturing  facilities  in  Massachusetts  and  in  other  states  were 
willing  to  make  the  inevitable  investments  required  to  continue  operating  at  current  production  levels,  but 
the\  expressed  reluctance  to  invest  in  expansion  of  their  Massachusetts  facilities.  Companies  with  facilities 
located  soleK  in  Massachusetts  \\  ere  more  w  illing  to  consider  expanding  their  operations. 

Massachusetts  polic\  makers  ha\e  acknowledged  these  competitive  disadvantages. and  they 
ha\e  made  some  progress  in  reforming  slate  statutes  and  regulations  to  address  them.  First,  as  stated 
previous!) .  several  paper  manufacturers  have  already  taken  advantage  of  public/private  energ\  assistance 
programs,  in  addition,  the  State  has  promulgated  several  other  statutory  and  regulator,  reforms  to  make, 
health  care  and  worker's  compensation,  and  unemplo>ment  insurance  costs  more  competitive  with  other 
states 

Most  of  the  paper  manufacturers  also  felt  that  the  Commonwealth  of  Massachusetts,  and  in  some 
cases  local  government,  is  not  "friendK"  to  businesses.  The\  believed  that  Massachusetts  regulations  are 
stricter  than  those  of  other  stales,  resulting  in  increased  operating  and  labor  costs.  For  example,  one 
compan\  hires  one  person  exclusively  to  address  environmental  reporting  requirements.  Another  compan\ 
noted  that  the  cost  of  complying  w  ith  regulations  is  continually  increasing.  Four  years  ago  this  company 
devoted  1 0  to  15  days  per  year  to  address  environmental  compliance;  this  year  the  company  required  three- 
quarters  of  a  person-year  to  meet  regulatory  requirements. 

Massachusens  is  streamlining  its  environmental  regulations  as  well  as  integrating  and  speeding  up 
the  permitting  process,  in  addition,  Massachusens  is  implementing  comprehensive  regulatory  reform  that 
involves  a  new  regulatory  approach  which  is  outcome-  and  performance-based.  Under  this  new  system, 
the  regulations  specif)  standards  to  be  met.  but  do  not  dictate  how  companies  must  meet  them.  In  addition 
to  giving  companies  more  flexibility  in  meeting  environmental  standards,  the  regulatory  streamlining  may 
actually  reduce  the  number  of  permits  needed.  For  example,  companies  that  discharge  industrial 


'  Executive  Office  of  Economic  Affairs  and  Universit)  of  Massachusetts:  "A  Statewide  Strategy  for  Job 
Creation  and  Economic  Growth;"  Ma)  1993;  p.  37. 
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\\astev\ater  to  Massachusens  \\'ater  Resources  Authorirv  (MW'RA)  sewers  are  now  issued  one  permit  rather 
than  permits  from  both  the  and  the  DEP. 

Man\  companies  felt  that  the  state  government  tends  to  adopt  an  adversarial  attitude  in 
implementing  regulations,  rather  than  work  with  industrv  to  resolve  problems.  At  the  local  level,  a  couple 
of  iniervie\\  ees  encountered  what  the\  perceived  to  be  an  "anii-development"  attitude.  Local  officials 
appeared  to  focus  on  the  negative  effects  of  a  mill,  rather  than  on  the  contributions  it  would  make  to  the 
local  ta,\  base  and  employment  picture. 

Fmall> .  paper  mills  tended  to  feel  that  Massachusetts  offers  less  help  to  business  than  do  other 
states.  However,  these  companies  were  largeK  unaw  are  of  Massachusetts"  business-assistance  programs. 
WTien  a  companv  had  taken  ad\  antage  of  such  state  resources,  it  either  had  learned  of  the  program  through 
a  social  connection,  or  had  been  contacted  directl>  bv  the  Commonwealth  because  of  a  high-visibilitv 
project.  Most  individuals  w  ho  tried  to  take  advantage  of  various  state  resources  found  the  process 
frustrating,  time  consuming,  and  largeh  unsatisfactory. 

Massachusens  is  working  to  streamline  the  economic  development  process  through  greater  use  of 
regional  offices.  These  offices  are  located  in  the  Western.  Northeastern.  Central,  Southeastern  and  Boston 
regions  to  pro\  ide  state-wide  ser\  ices  and  specialized,  industry -specific  assistance.  At  the  same  time,  state 
agencies  such  as  DEP  are  locating  personnel  at  these  locations  to  help  bring  the  concept  of  "one-stop" 
shopping  for  state  services  closer  to  businesses. 
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3.0  USE  OF  RECOVERED  PAPER  BY  PRIMARY  PULP  AND 
PAPER  MANUFACTURERS 


Wastepaper  is  one  of  Massachusetts"  largest  exports.  Massachusetts  annuall>  generates  2.6 
million  tons  of  it.  ApproximateK  840.000  tons  are  recycled  annualK  in  the  state.  Massachusetts  pulp  and 
paper  mills  use  over  800.000  tons'"  of  recovered  material  per  year,  obtained  primarily  through  brokers 
whose  suppl\  comes  from  throughout  the  Northeast.  Of  the  38  establishments  that  produce  pulp  or  paper, 
30  use  at  least  some  recovered  material. 

Rec\  cled  fiber  is  used  b\ : 

•  Integrated  mills,  which  ha\e  their  own  pulpers.  and 

•  Nonintegrated  mills,  which  must  buy  pulp  on  the  open  market. 

Integrated  mills  thai  manufacture  rec\  cled-paper  products  can  often  bu\'  recovered  paper  and  pulp  it 
themselves  Nonintegrated  mills  can  manufacture  rec\cled  products  by  buying  deinked  pulp.  Until 
recentK  there  were  no  Massachusetts  manufacturers  of  deinked  pulp.  However.  Massachusetts  Recycling 
Associates  is  constructing  a  deinking  facilit>  on  the  site  of  a  former  paper  mill  in  Fitchburg. 

Figure  8  show  s  the  percentage  of  recovered  paper,  by  weight,  used  in  each  product  categors .  The 
Fitchburg  deinking  facilir\  projects  that  it  w  ill  process  up  to  3 1  percent  of  all  recovered  paper  used  by 
priman.  manufacturers.  The  paperboard  specialt>'  categor>  is  also  a  large  user  of  recovered  paper, 
accounting  for  over  one-quarter  of  the  recovered  paper  used  to  manufacture  recycled-paper  products. 

For  this  report,  companies  have  been  categorized  by  the  level  of  waste  paper  used: 

•  Recovered  fiber  onl\. 

•  Some  recovered  fiber,  or 

•  No  reco\ered  fiber. 

Figures  9  and  10  show  the  number  and  percentage,  respectively,  of  mills  in  each  categorv'. 

DEF  s  interest  in  the  use  of  recovered  paper  by  Massachusetts"  paper  industry  is  closely  related  to 
the  Commonwealth"s  ambitious  recycling  goals.  The  goal  of  developing  a  recycling  market  is  to  maximize 
the  use  of  recovered  materials  as  feedstock  for  manufacturing.  When  recyclable  materials  are  used  in  this 
manner,  the  resource-conservation  and  economic-development  benefits  of  recycling  are  maximized. 

The  use  of  recovered  materials  in  local  manufacturing  also  helps  buffer  local  recycling  programs 
from  the  dramatic  price  sw  ings  common  to  export-based  commodity'  markets.  Paper  mills  and  local 
recycling  programs  would  seem  to  have  divergent  interests  in  wastepaper  prices.  (In  the  short  run,  high 
prices  help  the  economics  of  local  recycling  programs  but  hurt  the  economics  of  manufacturing  paper,  and 
vice- versa  )  Both  actual  1\  have  the  most  to  gain  from  more-stable  markets,  which  better  allow  them  to 
count  on  a  reasonable  return  from  their  investments  in  paper-making  and  recycling  infrastructure. 


RecN'cled  tonnage  figures  include  rec>cled  cotton  fiber. 
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Figure  8:  Percentage  of  Recovered  Paper  Used  by  Product  Category 
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Figure  9:  Number  of  Mills  Using  Recovered  Fiber 
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Figure  10:  Percentage  of  Mills  Using  Recovered  Fiber 


■  No  Recovered  Fiber 
m  Some  Recovered  Fiber 
n  Recovered  Fiber  Only 


58% 


3.1     Common  Issues  Affecting  Use  of  Waste  Paper  by  the  Paper  Industry 

All  primar>  pulp  and  paper  mills  that  produce  recycled  paper  products  are  affected  by  the  quality, 
cost,  and  a\  ailabilir\  of  recovered  fiber,  and  b\  the  demand  for  recycled  products.  These  four  issues  are 
explained  belou . 


Rec\  cled  fiber  comes  in  a  wide  range  of  types  or  categories;  the  Institute  of  Scrap  Recycling 
Industries  lists  more  than  37  categories  of  recycled  or  "secondary"  fiber  specifications.  This  report 
describes  the  larger  categories  primariK  used  by  Massachusetts  manufacturers,  focusing  on  rwo  aspects  of 
qualit\ : 

•  The  grade  or  type  of  recycled  fiber:  and 

•  Hou  well  the  grade  meets  the  qualit>  specifications  of  the  consuming  mill. 

In  general,  the  more  closeK  a  recycled  or  secondary  fiber  resembles  virgin  fiber,  the  more 
valuable  it  is.  Therefore,  in  examining  the  general  qualit\  of  a  particular  grade,  all  recycled  or  secondary 
fiber  should  be  compared  to  virgin  fiber,  which  comes  directly  from  hardwood  or  softwood  trees. 
Chemically  pulped,  bleached  virgin  fiber  is  strong,  clean,  and  white/bright.  It  readily  produces  many  of  the 
formation  properties  (such  as  strength,  smoothness,  and  opacity  ,  or  lack  of  "show-through")  that  paper 
manufacturers  seek.  Much  of  the  paper-making  equipment  used  in  Massachusetts  was  originally  designed 
for  virgin  fiber. 

The  secondary  fiber  that  most  closely  approximates  virgin  fiber  is  known  as  "broke."  Broke  is 
the  waste  created  in  the  manufacturing  and  convening  processes.  Reused  broke  created  during  the 
papermaking  process  is  not  considered  recycled.  The  industry  already  maximizes  the  capture  and  reuse  of 
broke  because  it  pro\  ides  major  cost  savings.  However,  since  broke  has  been  processed  once,  the  strength 
of  its  fibers  has  been  degraded,  chemicals  have  been  added  to  it.  and  it  may  be  contaminated  with  din  On 
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the  other  hand,  its  histon  is  known  to  the  compan>  that  will  use  it.  the  chemicals  are  compatible  with  the 
process  to  which  it  is  being  returned,  and  the  din  can  be  removed  b\  existing  process  cleanins  svstems. 

Deinked  fiber  is  the  next-highest  qualits  source  of  fiber.  It  can  be  used  b\  nonintegrated  mills. 
Through  chemical  and  mechanical  means,  a  deinking  mill  removes  the  inks  and  other  contaminants  from 
various  grades  of  pre-  and  post-consumer  wastepaper.  The  process  produces  a  pulp  that  is  similar  in 
brightness,  whiteness,  and  cleanliness  to  bleached  virgin  fiber. 

Because  a  mix  of  w  aste  is  used,  the  deinking  mill  must  be  relied  on  to  accuratel\  identifS'  the  pH 
(acidit\  or  alkalinit) )  and  t\  pe  of  fiber  (hardwood,  softwood,  pre-  or  post-consumer  recovered  paper)  in  the 
final  pulp  product.  The  processing  yields  fiber  which  is  shorter  than  the  original  virgin  fiber.  This  fact  can 
lead  to  strength  and  opacity  degradation,  as  w  ell  as  to  low  er  fiber  retention  rates  (the  amount  of  fiber  which 
remains  in  the  sheet  as  it  is  being  formed)  during  the  papermaking  process.  Therefore,  the  use  of  deinked 
fiber  can  increase  processing  costs. 

Integrated  paper  manufacturers  that  have  pulping  or  stock-preparation  equipment  are  sometimes 
able  to  direct!)  use  other  grades  of  w  aste  paper.  For  these  manufacturers,  the  next-highest-quality 
secondan  -fiber  source  is  pre-  and  post-consumer  waste  that  is  free  of  ink  and  contaminants.  This  categor> 
includes  separated  office  w  aste,  for  use  by  manufacturers  of  white-paper  products,  and  corrugating 
cardboard,  for  use  by  manufacturers  of  unbleached  board  products.  Closely  related,  and  slightly  lower  on 
the  value-scale,  is  mixed  office  waste;  the  next  lower  tier  is  mixed  residential  waste  (white  paper  and 
brown  board ). 

Newsprint  is  one  of  the  lowest  grades  of  w  astepaper  available.  The  pulping  process  used  to 
produce  the  fiber  for  new  sprint  is  mechanical  rather  than  chemical.  This  results  in  less-expensive  fiber,  but 
the  fiber  is  also  much  weaker  and  dirtier.  Newsprint  can  be  used  directly  only  by  manufacturers  whose 
end-products  (such  as  new  spapers)  can  mask  the  din.  A  corrugating  medium  manufacturer,  for  example, 
also  can  use  this  type  of  low  -qualitv  fiber  for  a  product  that  would  be  inserted  between  Two  sheets  of 
linerboard  to  produce  a  canon. 

These  separated  and  mixed  w  astepaper  categories  have  specifications  for  the  amount  of  allowable 
contamination  (such  as  metal  staples,  food  w  aste,  and  dirt)  and  types  of  materials  (such  as  envelope 
w  indows,  laser  computer  paper,  and  waxed  cardboard)  not  allowed  in  the  mix.  The  biggest  quality  issues 
associated  w  iih  these  grades  at  the  time  of  the  manufacturer  interviews  resulted  from  the  very  tight  market 
for  waste  paper.  Waste  collectors  and  processors  w  ere  speeding  up  collection  and  processing,  resulting  in 
inadequate  removal  of  the  contaminants  listed  above.  This  situation  may  improve  as  the  secondare  fiber 
market  matures  and  new  competitors  emerge  to  meet  increasing  market  demands. 

The  Commonwealth  has  sponsored  several  initiatives,  which  may  also  improve  the  overall  quality 
of  recovered  paper  in  the  long-term: 

•  Massachusetts"  first  multi-material  recycling  facility  (MRF),  in  Springfield,  was  funded  by 
DEP.  The  facility  sorts,  cleans  .and  separates  recycled  materials.  At  least  four  other  privately 
funded  MRF's  have  opened  in  Massachusetts.  Their  operation  ensures  a  more  reliable,  more 
highh  sorted  fiow  of  recyclable  materials. 

•  In  October  1 995,  DEP  co-sponsored  a  workshop  introducing  the  state's  recycling  industry  to 
the  Chicago  Board  of  Trade  Recyclables  Exchange.  This  centralized  marketplace  for 
recyclable  materials,  with  its  optional  trade  recording  and  dispute  resolution  mechanisms, 
could  lead  to  more-standardized,  and  more  w  idely  used,  specifications  for  recyclable 
materials,  including  paper. 

•  The  Executi\  e  Office  of  Environmental  Affairs  and  DEP  undertook  a  direct  mail  public 
education  program  addressing  the  need  for  quality  wastepaper.  This  program  informs 
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residents  about  the  types  of  paper  that  ma\  be  recycled  and  how  the  wastepaper  should  be 
prepared  These  direct  mail  grants  are  available  to  ail  municipalities  in  the  Commonuealth 
where  mail  is  distributed  to  all  households. 

Cost  of  Recovered  Fiber 

Fiber  markets  are.  b\  nature.  c\  clical:  the  primary  driver  is  demand.  Domestic  and  global 
economic  growth  directh  affect  demand.  When  economic  conditions  are  favorable,  demand  for  finished 
products — and  the  cost  of  rau  materials —  increases.  The  recent  economic  recover,  coupled  with 
significant  neu  investments  in  deinking  systems,  estimated  to  reach  SIO  billion  by  the  end  of  the  decade.'' 
caused  unprecedented  volaiilit\  in  the  fiber  markets  durine  the  last  two  years.  The  cause  of  this  volatility 
was  the  level  of  new  investment  coinciding  with  the  economic  recovery . 

Over  the  last  tw  o  years  demand  for  all  categories  of  recycled  fiber  has  increased  dramaticalK . 
parth  due  to  federal  and  state  initiatives  to  procure  recycled  products.  In  the  short-term.  Massachusetts 
paper  mills  did  not  benefit  directK  from  these  increases  in  demand  for  recycled  products.  Although  the 
Commonwealth  purchases  some  of  the  txpes  of  products  generated  b>  Massachusetts  manufacturers  (such 
as  tickets,  text  and  co\  er  stock,  and  higher  end  paper  such  as  that  used  for  letterhead)  most  state-purchased 
paper  products,  such  as  reprographic  paper,  are  not  manufactured  in  Massachusetts.  In  addition. 
Massachusetts'  primar>  pulp  and  paper  manufacturers  are  generally  not  big  enough  to  service  this  market. 

Massachusens  companies  that  use  recovered  paper  in  manufacturing  processes  have  had 
to  pa>  much  higher  prices  for  rec\  cled  fiber.  In  most  cases,  they  have  been  unable  to  pass  those 
increased  costs  to  their  customers.  In  the  12  months  ending  in  November  1995,  the  price  of 
recovered  fiber  rose  b\  43  percent  across  all  waste  paper  categories.  WTien  the  manufacturers 
w  ere  interview  ed,  the  average  price  of  wastepaper  w  as  considerabh  higher.  Although 
w  astepaper  prices  continue  to  drop,  the  inabilirs  to  predict  price  fluctuations  complicates  strategic 
plannmg  for  investments  involving  rec\cled  fiber. 

Supply /A  vailability 

Manufacturers  of  some  types  of  products  are  less  affected  by  changes  in  the  supply  or  availability 

of  recovered  fiber  because  of  their: 

•  AbilitN  to  pa\  for  fiber:  or 

•  Abilit\  to  substitute  one  type  of  fiber  for  another.^" 

For  example,  because  of  the  higher  value  of  their  end-product,  manufacturers  of  high-end  writing  paper  are 
more  able  to  pa\  higher  fiber  prices  than  are  tissue  and  towel  manufacturers.  On  the  other  hand,  towel  and 
tissue  manufacturers  are  bener  able  to  substitute  a  lower  grade  of  fiber  because  their  performance 
specifications  are  lower.  Both  t\  pes  of  manufacturer  are  better  off  than  manufacturers  of  corrugating 
medium,  which  ha\e  a  similar  substitution  ability  but  a  lower  ability  to  pay. 


American  Forest  &.  Paper  Association,  Recovered  Paper  Deinking  Facilities;  September  1995;  p.  1. 
Michael  Alexander;  "The  Restructuring  of  the  Waste  Paper  Market;"  Waste  Age;  1995. 
Paper  Recycler.  These  prices  are  for  the  New  York  City  area. 
Technical  discussion  with  Jaakko  Po\r\.  November  21,  1995. 
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When  the  interview  s  were  conducted,  all  manufacturers  could  obtain  recycled  fiber  as  lona  as  the\ 
were  willing  to  pa\  the  increased  cost  and  deal  with  an  overall  decline  in  fiber  quality.  Howe\er.  onceihe 
new  deinked  pulp  facility  in  Massachusens  comes  up  to  production  speed,  it  should  significantK  increase 
the  demand  for  some  grades  of  recycled  fiber.  TTierefore,  manufacturers  are  concerned  about  long-term 
availabilit\   In  addition  unless  new  sources  of  waste  paper  are  found,  price  pressure  on  recycled  fiber  w  ill 
likeN  continue  to  increase. 

This  price  pressure  ma\  continue  to  have  a  domino  effect  on  the  availability  of  all  grades  of 
recN  cled  fiber.  As  high-end  fiber  becomes  costlier,  more  companies  may  explore  investing  in  technologies 
to  use  lower-grade  recycled  fiber,   in  the  worst  case,  as  lower  grade  fiber  becomes  scarce,  small  users  in 
Massachusetts  ma\  be  edged  out  b>  larger  mills  in  Massachusetts  and  in  other  states.  On  the  other  hand,  as 
investments  are  made  in  technologies  for  using  lower-grade  fiber,  availability  may  improve  because  a 
broader  range  of  low -end  fiber  can  be  accepted. 

The  Commonwealth  recognizes  the  importance  of  ensuring  that  paper  and  pulp  mills  have  a  stead\ 
suppK  of  w  aste  paper.  EOEA  and  DEP  have  w  orked  to  increase  this  supply  by  motivating  state-wide  access 
to  residential  and  commercial  recxcling  programs  and  b\  promoting  full  participation  in  those  programs.  The 
DEP  is  working  on  several  iniiiati\  es  to  increase  secondan.  fiber  supplies: 

•  Over  the  past  five  \  ears.  EOEA  and  DEP  have  provided  assistance  to  help  municipalities 
increase  their  residents"  access  to  rec\  cling.  Approximately  SIO  million  worth  of  equipment 
grants  have  paid  for  roll-offs.  trucks,  and  set-out  containers.  CurrentK'.  97  percent  of  the 
residents  have  at  least  some  access  to  either  a  drop-off  or  a  curbside  recycling  program. 

•  E\tensi\e  public  education  efforts,  including  a  direct  mail  program,  were  also  initiated  to 
increase  panicipation  in  rec\cling.  EOEA  and  DEP  are  conducting  a  market  research  study 
to  investigate  the  barriers  and  opponunities  to  increasing  participation.  The  findings  of  this 
stud\  can  be  used  to  dev  elop  a  media  campaign  focused  on  encouraging  greater  participation 
in  residential  and  commercial  rec\cling  programs. 

•  In  1994.  DEP.  trade  associations,  environmental  groups,  and  several  leading  corporations 
formed  a  nonprofit  organization,  known  as  WasteCap,  to  help  companies  implement 
effective  w  aste-reduction  and  recycling  programs.  In  its  first  year  of  operation,  WasteCap 
helped  more  than  750  companies  in  Massachusetts  start  or  expand  their  recycling  programs, 
in  mid- 1995.  WasteCap  worked  w  ith  the  Building  Owners  and  Managers  Association  on  a 
contest  aimed  at  increasing  office  paper  recycling  in  downtown  Boston. 

•  In  1995.  DEP  created  a  loan  fund  aimed  at  increasing  access  to  financing  for  firms  collecting, 
processing,  or  using  recyclable  materials  in  manufacturing,  including  the  state's  extensive 
netw  ork  of  wastepaper-recycling  firms.  This  "Recycling  Loan  Fund"  will  be  capitalized  with 
an  additional  Sl.O  million  in  1996. 

•  DEP's  solid  waste  regulations  are  aimed  at  maximizing  recycling: 

♦  Certain  categories  of  wastepaper  are  banned  from  disposal  at  landfills. 

♦  Recycling  processors  who  qualify  are  exempt  from  DEP's  solid  waste  regulations. 

♦  Paper  mill  sludge  has  been  approved  for  use  as  a  landfill  cover  in  the  state. 

In  December  of  1995,  DEP  announced  a  two-year  moratorium  on  the  permitting  of  new  landfills 
in  Massachusens  and  indicated  a  preference  for  the  recycling  of  waste  materials. 
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Demand  for  Recycled  Products 


During  the  interviews,  the  mills  indicated  that  their  customers  want  recycled  products  only  if  the\ 
are  of  the  same  quality .  and  price,  as  virgin-fiber  products.  DEP  is  working  on  several  initiatives  to 
increase  demand  for  rec\  cled  products.  First,  using  staff  dedicated  to  recycled  purchasing  (funded  b\  DEP). 
the  Department  of  Procurement  and  General  Services  rewrote  many  of  its  purchasing  specifications.  This 
resulted  in  sizable  increases  in  the  Commonwealth's  purchasing  of  products  with  recycled  content,  from  S2.8 
million  in  1992  to  SI  7.3  million  in  1995.  Massachusetts  manufacturers  generalK  are  not  large  enough  to 
directl\  ser\  ice  the  Commonwealth.  However,  this  procurement  strategy  has  led  to  increased  demand  for 
some  types  of  recycled  products  made  here,  such  as  tickets,  text  and  cover  stock,  and  high-end  writing  paper. 

In  addition  to  government  procurement  efforts.  DEP  has  undertaken  a  number  of  initiatives  to 
increase  purchases  of  recycled  products,  including: 

•  The  Buy  Recycled  Business  Alliance,  which  was  created  in  earl\  1995  to  encourage 
businesses  to  increase  their  purchases  of  recycled  products  and  to  provide  them  with  technical 
assistance.  More  than  120  businesses  have  committed  to  increasing  their  purchases  of 

recN  cled  products  under  the  program,  including  such  major  Massachusetts  firms  such  as 
Boston  Edison.  Hyde  Manufacturing.  NYNEX.  and  the  Berkshire  Hilton. 

•  The  Massachusetts  Packaging  Challenge,  a  voluntary  program  which  recognizes  businesses 
that  use  post-consumer  rec\cled  content  in  their  packaging.  In  April  of  1995  Governor  Weld 
gave  annual  merit  aw  ards  to  56  companies  for  meeting  the  Challenge. 

EOEA  and  DEP  are  also  working  on  providing  public  service  announcements  for  municipalities 

to  run  on  local  cable  netw  orks.  These  PSA's  highlight  the  value  of  recycling  to  the  community  .  The  results 
of  this  regional  campaign  ma\  aid  the  design  of  a  state-wide  publicity  program. 

3.2     Use  of  Recovered  Paper 

While  ever>  compan\  is  unique  in  its  capabilities  and  needs,  some  valid  generalizations  can  be 
draw  n  regarding  incentn  es  for  and  barriers  to  increasing  use  of  waste  paper  within  companies  producing 
similar  products  or  facing  similar  customer  requirements.  As  stated  previousK.  companies  have  been 
categorized  in  this  report  b\  the  level  of  w  aste  paper  used; 

•  Reco\  ered  fiber  onl>. 

•  Some  recovered  fiber,  or 

•  No  recovered  fiber. 

Mills  w  ithin  each  of  these  categories  tend  to  have  different  incentives  and  barriers  that  affect  use  of 
recovered  paper. 

Users  of  Recovered  Fiber  Only 

HistoricalK .  companies  that  produce  the  lower  value-added  paper  products  (which  do  not  require 
expensive  bleached  fiber  or  much  advanced  processing)  use  the  lowest  cost  fiber  available  In 
Massachusens.  these  companies  include  some  paperboard  manufacturers,  and  producers  of  corrugating 
medium  or  tissue  and  toweling.  Initially  built  to  use  some  recovered  fiber,  these  facilities  have  been 
modified  over  the  years  and  now  use  only  recycled  fibers. 

Cost  is  the  priman.  incentive  for  these  companies  to  use  recycled  fiber.  The  low  grades  of 
recNcled  fiber  are  much  less  expensive  than  virgin  fiber.  The  onh  wa\  to  increase  the  overall  use  of 
recNcled  fiber  b\  this  categor\  of  manufacturers  is  to  increase  their  output  of  product.  All  of  the  easy 


productivin  improvements  ha\e  been  made,  however,  and  additional  capacitv  increases  ma\  require  larae 
capital  outla\s. 

Another  barrier  to  increased  usage  is  the  availabilit)  of  low-cost  fiber.  The  companies  that  use 
recN  cled  fiber  exclusi\  el\  ha\  e  the  lowest  profit  margins  and  are  least  able  to  pass  increased  fiber  costs  to 
their  customers,  who  can  obtain  these  products  from  larger  competitors.  Companies  in  this  categor>'  also 
are  most  likeh'  to  face  intense  competition  for  waste  fiber  from  companies  that  are  developing  technologies 
to  use  low  er  grades  of  waste  fiber. 

A  third  barrier  to  increased  use  is  the  qualit>  degradation  of  various  categories  of  secondarv'  fiber. 
The  biggest  problem  for  these  manufacturers  is  contamination.  One  tiS;Sue  and  toweling  producer  indicated 
that  contamination  in  its  w  aste  fiber  affected  the  cleanliness  of  its  ow  n  end  product,  and  the  compan\  has 
had  to  explain  this  to  its  customers. 

The  other  companv  in  this  categon.  is  the  deinked  pulp  producer,  which  uses  100  percent 
recovered  fiber.  Again,  the  incentive  for  using  this  material  is  entirely  economic.  The  major  barriers  for 
increased  use.  again,  include  access  to  a  suppK  of  reasonabh  priced  waste  fiber.   If  increases  in  the  cost 
of  raw  material  drives  the  price  of  deinked  pulp  too  high,  mills  that  use  deinked  pulp  for  feedstock  ma\  cut 
back  on  their  use  unless  their  own  customers  are  demanding  recycled  products. 

Users  of  Some  Recovered  Fiber 

Manufacturers  of  high-end  printing  paper  and  some  specialty  paper  and  paperboard  manufacturers 
are  able  to  use  some  recycled  fiber 

The  incentives  for  paperboard  and  specialtv  paper  manufacturers  to  use  recycled  fiber  are  largely 
economic.  Secondan.  fiber  is  cheaper  than  virgin  fiber.  Although  secondan,'  fiber  is  neither  as  strong  nor 
as  clean  as  virgin  fiber,  secondan.  fiber  tends  to  be  strong  enough  and  clean  enough  for  the  products  made 
b\  these  manufacturers.  Investments  in  this  segment  of  the  paper  industry  may  represent  the  best 
opportunities  for  increasing  the  use  of  recovered  paper. 

The  disincentives  include  increasing  qualit\  degradation,  rising  prices  of  this  fiber  relative  to 
virgin  fiber  prices,  and  the  capital  investment  required  to  modify  processes  to  use  other  grades  of  w  aste 
fiber. 

For  high-end  printing  paper  manufacturers,  the  situation  is  different.  Their  incentives  for  using 
waste  paper  are  external,  including: 

•  Customer  demand  for  product  with  recycled  content;  and 

•  A  commitment  b\  the  paper  industry'  (the  American  Forest  &  Products  Association)  to  be 
environmentally  responsible  and  to  increase  the  total  amount  of  paper  recovered  for  recycling 
and  reuse  to  50  percent  of  the  paper  used  by  Americans. 

The  barriers  to  the  increased  use  of  recycled  fiber  by  this  category  of  manufacturers  are  also 
different.  During  the  interview  s  manufacturers  cited  a  lack  of  customer  demand  for  recycled  products 
unless  they  are  the  same  qualits  as  virgin  fiber  products  and  no  more  expensive.  To  satisfy  their 
customers,  these  manufacturers  must  use  the  highest  quality  deinked  fiber.  However,  this  material  is  often 
more  expensive  than  virgin  fiber  if  the  costs  of  additional  chemicals  and  process  slow-downs  to  respond  to 
quality  problems  associated  w  ith  deinked  fiber  are  factored  in. 

The  current  market  volatilitv  and  resulting  impact  on  fiber  quality  have  also  constituted  a  major 
barrier  to  increased  use  of  recv  cled  fiber  b\  manufacturers  that  use  some  secondarv  fiber.  The  inability  of 
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paper  manufacturers  to  control  the  qualit\  of  the  waste  fiber  they  purchase  can  be  extremeK  costl>  One 
printing  compan\  described  an  incident  in  which  contamination  in  the  \^aste  paper  caused  "stickies 
"Stickies"  is  a  general  term  for  contamination  (such  as  small  pieces  of  plastic  from  an  en\  elope  w  indow ) 
that  is  too  light  to  be  removed  b\  stock  preparation  cleaning  equipment.  The  contaminant  coats  the  paper- 
forming  section  of  the  machine,  often  causing  the  machine  to  break  down  and  require  a  complete  cleanup. 
The  contaminant  also  becomes  impregnated  in  the  paper  as  it  is  made.  Resolving  one  such  incident  cost 
one  CO'  nan\  $143. 000: 

•  S 1  5.000  for  u  ire  replacement  costs. 

•  S8.000  in  labor  costs,  and 

•  S120. 000  of  net  product  lost. 

Given  the  qualitv  lev  els  of  recycled  fiber  in  June  1995.  w  hen  the  interviews  were  conducted, 
"stickies""  and  other  contamination  problems  w  ere  common.  The  lack  of  control  of  waste  fiber  pH  and  the 
poorer  retention  of  waste  fiber  were  also  causing  additional  environmental  treatment  costs.  Therefore, 
companies  v\  ishing  to  develop  recvcled  product  lines  mav  want  to  consider  investing  in  equipment  that  can 
prevent  or  resolv  e  these  t\  pes  of  problems. 

Users  of  No  Recovered  Fiber 

Companies  in  this  categorv  include  some  of  the  manufacturers  of  specialty  paper  and  board 
products.  Because  their  customers  need  products  with  certain  strength,  cleanliness,  smoothness,  absorption 
abilitv.  porositv.  or  electrical  properties,  these  manufacturers  have  not  been  able  to  use  waste  fiber  in  their 
product  lines.  Paper  mills  in  this  categon.  are  not  using  recovered  fiber  because  of  uncertainties  about  the 
quality  of  deinked  or  other  recovered  fiber.  Investments  in  process  changes  to  address  quality  issues  are 
not  economicalK  feasible. 

In  some  cases,  the  manufacturers  have  not  found  affordable  technology  that  w  ould  allow  them  to 
use  recovered  fiber  and  still  meet  their  customers"  standard  specifications,  in  other  cases,  their  customers" 
specifications  clearK  prohibit  the  use  of  waste  fiber.  (For  example,  waste  fiber  is  not  allowed  to  be  used  in 
products  for  the  automotive  industrv .  some  food  industry  consumers,  and  computer  and  medical  clean 
rooms).  This  situation  mav  change  as  private  and  consumer  pressure  to  recycle  increases.  The  auto 
industrv .  for  example,  is  rapidlv  chaniimg  its  specifications  to  include  recycled  material  in  response  to 
world-w  ide  env  ironmental  pressures,  \issan.  Ford.  Volkswagen,  and  Toyota,  among  others,  have  formal 
programs  to  reduce  waste,  incorporate  recycled  material,  and  increase  the  recycling  of  all  components  of 
used  cars. 
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4.0    RECOMMENDATIONS  FOR  INCREASING  THE 
COMPETITIVENESS  OF  MASSACHUSETTS  PULP  AND  PAPER 
MILLS  AND  THEIR  USE  OF  RECOVERED  PAPER 


This  repon's  summan  of  the  competitive  and  recycling  issues  facing  priman.  pulp  and  paper 
manufacturers  is  an  imponant  step  in  developing  state  assistance  programs  that  are  more  responsive  to  the 
needs  of  the  industn. .  Several  ideas  on  hou  the  Commonwealth  could  assist  the  priman.  pulp  and  paper 
manufacturing  industn.  emerged  from  this  stud\.  The>  are  described  in  this  chapter. 

4.1  Enhance  Communication  between  the  Primary  Manufacturers  and 
State  Assistance  Programs 

Ongoing  communication  between  the  Commonwealth  and  the  priman.  pulp  and  paper 
manufacturers  \H0uld  be  more  efficient  if  it  uere  carried  out  through  an  industn.  network,  rather  than  with 
each  of  the  state's  38  mills  individual!) .  In  Western  Massachusetts.  5  priman.  manufacturers,  2  conveners, 
and  )  printer  ha\e  alread\  formed  a  network,  uhich  is  known  as  the  Berkshire  Paper  Industry'  Alliance. 
Netw  ork  members  work  together  on  common  issues  and  have  established  3  subcommittees:  education, 
environment,  and  safet\ .  DEP  and  the  ISP  ma\  decide  to  work  w  ith  the  BaN'  State  Skills  Corporation  and 
the  Massachusetts  Manufacturing  Pannership  to  establish  similar  regional  networks  or  to  encourage  the 
Berkshire  Paper  Industry  Alliance  to  become  a  state-wide  network. 

The  ISP  w  ill  hold  a  series  of  focus  solutions  groups  either  with  industry  network(s)  or  with 
interested  industn.  representatives  to  revieu  this  report  s  conclusions  and  to  identify  areas  for  future  study 
or  areas  where  productive  action  could  be  taken. 

4.2  Improve  Accessibility  of  Existing  State  Programs 

Given  Massachusens  pulp  and  paper  manufacturers'  general  lack  of  awareness  about  existing  state 
assistance  programs,  the  Commonwealth  clearly  has  to  be  more  active  in  providing  assistance  to  its  pulp 
and  paper  mills   In  general.  Massachusetts  pulp  and  paper  manufacturers  are  low-margin  operations  that 
do  not  have  time  to  navigate  the  labvrinth  of  state  bureaucracy.  For  example,  a  pulp  and  paper 
manufacturer  recentK  moved  one  of  its  offices  (involving  over  100  jobs)  to  a  neighboring  state.  The 
company  would  have  preferred  to  sta>  in  Massachusetts,  and  was  even  willing  pay  a  little  more  to  stay 
here.  How  ever,  the  neighboring  state  essentially  did  a  bener  job  of  "courting""  this  company.  The  local 
economic  development  agency  and  even  the  Governor  himself  encouraged  the  company  to  relocate  by 
identif>'ing  and  obtaining  low-interest  loans  and  energy  assistance.  The  company  was  apparently  unaware 
that  Massachusetts  also  offers  both  types  of  programs. 

As  discussed  in  Section  2.7,  the  pulp  and  paper  mills  interviewed  felt  that  Massachusetts  offers 
less  help  to  business  than  do  other  states.  This  perception  is  due,  in  part,  to  the  fact  that  businesses  are 
unaware  of  Massachusetts"  state  and  private-sector  resource  programs,  which  can  assist  them  in  areas  such 
as  training,  financing,  marketing,  permitting,  technology,  energy-efficiency,  toxic-use-reduction,  solid 
waste  management,  workforce  re-emplo> ment.  education,  business  management  consulting,  exporting,  and 
real  estate.   These  t\  pes  of  assistance  are  provided  b\  several  different  state  programs,  which  has  made  it 
more  difficult  for  a  single  business  to  find  its  wa\  through  the  maze  of  assistance  pro\  iders.  In  addition. 
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criteria  used  to  determine  eligibilit\  for  some  of  these  ser\  ices  may  make  them  unavailable  or 
nonresponsix  e  to  a  particular  business"  needs 

Fortunate!) .  a  few  agencies  and  programs  can  pla\  the  pan  of  "state  resource  ambassador.'"  The\ 
are  able  to  broker  information  on  other  state  resources  or  private-sector  assistance  programs  that  can  be 
tailored  to  the  needs  of  the  paper  industn..  As  one  step  toward  making  companies  more  aware  of  existing 
programs.  Appendix  A  lists  a  few  of  the  priman.  contacts  that  may  guide  businesses  to  the  appi-opriate 
sources  of  state  assistance  This  list  does  not  identify  and  summarize  ail  the  available  state  resources,  but 
instead  highlights  a  few  programs  that  offer  specialized  services  which  address  the  needs  expressed  b\ 
paper  industr>  participants  in  the  surve\ .  More  detailed  information  about  these  programs  is  being 
pro\  ided  to  interview  participants  under  separate  cover. 

The  Massachusetts  Manufacturing  Partnership  (MMP)  recently  began  a  program  to  coordinate  the 
types  of  environmental  technical  assistance  that  various  state  agencies  provide.  MMP  recently  formed  a 
partnership  bervv  een  the  Massachusetts  Department  of  Environmental  Protection,  the  Office  of  Technical 
Assistance  for  Toxic  Use  Reduction,  and  the  Toxic  Use  Reduction  Institute,  which  ma\  help  alleviate  some 
r^oblems  manufacturers  have  had  in  na\  igating  through  \  arious  state  technical-assistance  programs. 

The  focus  solutions  groups  ma>  be  able  to  identif>  other  ways  to  improve  the  accessibility  of 
existing  state  programs.  Later  this  year,  with  funding  provided  by  DEP.  the  ISP  will  offer  training  to 
economic  development  agencies  in  specific  areas  of  concern,  focusing  on  how  to  actively  address  these 
issues.  The  focus  solutions  groups  ma\  also  be  able  to  provide  useful  input  on  how  to  structure  the  training 
of  state  economic  dev  elopment  agencies  to  make  them  more  responsive  to  industry  needs. 

4.3  Develop  Training  Programs  for  Employees  of  the  Pulp  and  Paper 
Manufacturers 

Training  is  a  central  issue  to  be  addressed  in  focus.  solutions  group  discussions.  Most  of  the 
companies  inier\  iew  ed  for  this  report  identified  specific  training  programs  which  would  increase  their 
competitiveness.  Companies  generalK  "  peer  train""  new  employees.  Depending  on  who  performs  the 
training,  new  employees  often  learn  the  mechanics  of  what  they  do  rather  than  how  the  entire  system 
works.  Therefore,  employees  do  not  alw  a\  s  know  how  to  respond  when  a  treatment  system  fails,  or 
something  unusual  occurs. 

Certain  systems  are  common  to  all  paper-making  operations.  For  example,  all  employees  should 
know  how  a  pump  works  and  how  to  trouble  shoot  a  vacuum  system.  Training  in  such  areas  would  be 
very  useful  to  the  industn.  as  a  whole,  in  addition,  many  companies  have  trouble  finding  qualified 
managers.  Some  companies  felt  that  basic  training  in  math,  language,  and  computers  would  also  be 
helpful. 

The  Berkshire  Paper  Industry  Alliance  in  collaboration  with  the  Berkshire  Plastics  Network  has 
already  developed  a  training  program,  funded  by  the  Bay  State  Skills  Corporation  working  cooperativeK 
with  the  Regional  Employment  Board.  This  program,  which  took  place  at  Berkshire  Community  College, 
provided  industry-specific  training,  including  industry-sponsored  field  trips  to  plastics  factories  and  paper 
mills.  Of  the  24  people  who  took  the  course,  18  found  employment  in  the  paper  industry.  The 
Commonw  ealth  should  continue  to  encourage  and  promote  these  types  of  collaborative  training  efforts, 
which  leverage  resources  from  several  state  and  private  sources. 

4.4  Promote  Partnerships  between  Universities  and  Companies  on 
Research  and  Development 

According  to  the  interview  participants,  the  pulp  and  paper  industry  tends  to  operate  on  low 
margins  and  low  overhead.  As  a  result,  these  companies  do  not  always  have  extra  personnel  resources  to 
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develop  neu  product  lines  that  would  enhance  their  competitiveness  or  new  processes  that  would  decrease 
their  operating  costs.  The  Commonuealth  could  assist  the  industn.  as  a  whole  b\  promoting  partnerships 
with  universir>  research  facilities  to  develop  innovative  products.  To  ensure  that  such  arrangements  do  not 
give  one  compan\  a  competitive  advantage  at  the  expense  of  another,  their  results  would  have  to  be 
disseminated  universal!) .  and  pulp  and  paper  companies  would  need  equal  access  to  this  service. 

For  example,  operating  out  of  the  Universit>  of  Massachusetts  (UMASS)  in  Lowell,  the  Toxic 
Use  Reduction  institute's  research  and  development  laborator\  focuses  on  aqueous-based  cleaning 
chemistries.  This  laborator>  is  currentl\  examining  the  "stickies"  problem   In  addition  to  ensuring  the 
results  of  such  research  are  disseminated  to  priman.  pulp  and  paper  manufacturers,  the  Commonwealth 
msN  wish  to  examine  whether  this  laboraton.  could  perform  additional  research  that  would  benefit  the 
paper  industn, . 

The  UMASS  Economic  Project,  the  Center  for  Economic  Competitiveness,  is  interested  in 
studying  the  Massachusetts  paper  industn. .  The  focus  solutions  group  should  consider  working  with 
UMASS  to  determine  whether  there  are  areas  where  further  analysis  is  needed  beyond  the  work  identified 
in  this  stud\ .  For  example,  the  paper  industry  and  UMASS  might  decide  to: 

•  Quantitatively  anaK  ze  the  competitiveness  of  priman.  pulp  and  paper  manufacturers. 

•  Expand  the  stud\  to  include  converters  and  container  plants,  or 

•  AnaKze  the  effectiveness  of  programs  assisting  the  paper  industn.'  in  other  states. 

4.5  Provide  Technical  Assistance  in  Meeting  Regulatory  Requirements 

Many  of  the  companies  interview  ed  expressed  frustration  at  dealing  with  the  state  on 
environmental  and  safet\  issues,  either  in  terms  of  process  or  of  the  time  required  to  understand  and 
compK  w  ith  regulator)  requirements  DEP  has  undertaken  a  considerable  amount  of  regulator)  reform 
over  the  past  few  years.  These  efforts  include  establishing  regional  service  centers  to  make  it  easier  for 
firms  to  find  information  and  adopting  fee-based  permining  with  more-predictable  timelines.  DEP  recentl\ 
launched  a  major  initiative  aimed  at  maximizing  pollution  prevention  and  clean-up,  while  minimizing  the 
private-  and  public-sector  resources  required  to  achieve  them.  The  initiative  includes; 

•  Streamlining,  integrating,  and  speeding  permitting  while  improving  consistenc\ ; 

•  Realigning  DEP  for  increased  focus  on  environmental  and  human  health  priorities;  and 

•  Undertaking  comprehensive  regulator)  reform  toward  approaches  that  are  outcome-  and 
performance-based. 

A  list  of  starting  points  for  firms  to  obtain  information  from  DEP  is  included  in  Appendix  A. 

DEP,  OTA,  and  other  state  regulator)  agencies  may  want  to  consider  providing  industry-specific 
education  and  outreach  to  help  the  state's  paper  industry'  comply  with  environmental  regulations.  Paper 
mills,  economic  development  agencies,  and  regulator)  agencies  also  may  want  to  explore  innovative 
beneficial  uses  for  paper  mill  residuals. 

4.6  Provide  Access  to  Capital  Either  Through  Grants  or  Low-Interest  or 
High-Risk  Loans 

As  outlined  in  Appendix  A.  there  are  several  state  programs  in  place  to  help  companies  obtain 
financing  for  capital  investments  or  to  reduce  capital  costs.  Some  of  these  programs  alread)  are  being  used 
b)  primar\  manufacturers  The  Commonwealth  can  maximize  the  use  of  its  capital-assistance  programs  b) 
being  more  active  in  offering  them  to  industr) . 
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Some  companies  mierviewed  operate  on  low  profit  margins  and  would  not  be  able  to  compete 
w  ithout  additional  investment    Several  companies  outlined  investments  which  would  allow  them  to  hire 
more  people  or  increase  their  output.  For  example,  one  company  needs  additional  dr\  ing  equipment, 
w  hich  w  ould  allow  it  to  emplo>  16  more  people.  Another  company  indicated  that  replacement  of  a  turbine 
would  increase  production  by  20  percent  (over  3,000  tons  per  year)  and  increase  its  revenues  by  $1  million 
annualK .  A  compan\  that  investigated  obtaining  financial  assistance  from  the  state  found  that  several 
capital-assistance  programs  focus  on  job  creation,  rather  than  job  retention. 

Several  paper  companies  have  taken  advantage  of  existing  capital-assistance  programs  to  make 
investments  that  would  allow  them  to  use  more  rec)cled  paper.  For  example,  napkin  and  tissue  paper 
manufacturer  Er\  ing  Paper  received  a  grant  from  the  National  Industrial  Competitiveness  through  Energy, 
Environment,  and  Economics  (NICE3)  to  make  capital  improvements  that  will  allow  it  to  use  35  -  40 
percent  more  post-consumer  waste  paper  while  cutting  its  fuel  use  by  1 .4  million  gallons  per  year  The 
process  line  improvements  allowed  Erving  Paper  to  increase  particle  removal  with  less  loss  of  fiber.  The 
investment  of  S2,7  million,  shared  b\  N1CE3,  the  compan\.  and  the  Commonwealth,  will  save  the 
companv  S742.300  in  annual  energ\  and  waste  disposal  costs.'' 

Man\  of  the  primar\  pulp  and  paper  manufacturers  interviewed  had  explored  technologies  for 
using  low  er-grade  rec>  cled  fiber  in  existing  manufacturing  processes.  However,  these  technolog)  changes 
arecosth.  For  example: 

•  A  corrugating  medium  manufacturer  that  uses  100  percent  recovered  fiber  could  increase  use 
of  the  material  onh  if  it  had  access  to  greater  supplies.  The  company  has  explored  using 
loose  (unbaled)  waste  material  directly  from  supermarkets,  but  this  would  require  a  minimum 
investment  of  SI  25.000  in  material-handling  equipment  alone,  without  addressing  the  new 

qualit\  issues. 

•  A  specialt)  paper  products  manufacturer,  which  cannot  use  recycled  paper  because  of 
customer  qualit>  specifications,  would  have  to  invest  $300,000  for  a  new  stock  cleaning 
s\  stem  to  be  able  to  meet  its  customer  specifications— even  if  it  used  the  cleanest  deinked 
fiber  available. 

•  Another  specialty  paper  products  manufacturer  would  require  chemical  treatment  of  the  fiber, 
at  a  cost  of  $40  per  ton  or  S750.000  per  year,  to  move  to  a  lower-grade  waste  source. 

•  A  high-end  writing  paper  manufacturer  could  increase  its  use  of  recycled  paper  onl\  if  doing 
do  would  not  change  the  overall  quality  of  the  end  product.  To  achieve  this,  the  company 
would  have  to  invest  S 1 .5  million  to  $2.0  million  in  cleaning,  screening,  and  storage 
equipment  and  space. 

The  Commonwealth  has  several  programs  which  provide  financial  assistance  to  companies 
contemplating  such  investments.  These  financing  programs  are  intended  to  fill  the  gap  where  conventional 
bank  financing  or  private  investments  are  either  insufficient  or  unavailable  to  implement  a  capital 
improvement  project  or  install  new  process  equipment  or  support  systems.  Often  times,  financing  gaps 
exist  due  to  line  of  credit  limitations  with  the  compan)  's  bank,  financial  situations  or  non-tangible  or  under 
collateralized  projects  that  ma\  make  a  lendor  feel  over  exposed  or  at  high  risk  to  finance  a  particular 
project  (See  Appendix  A). 


■'  N'1CE3:  Parncal  Analyzer,  h'onioxic  Chemicals  Boos!  Paper  Recycling:  September  1994. 


4.7     Assist  Companies  in  Reducing  Energy  Costs 


Government  and  private  industp.  can  help  the  pulp  and  paper  manufacturers  substantialK  reduce 
operating  costs  b\  improving  access  to  state  energy-assistance  and  utilir>-run  programs   Existing  state 
energ\ -assistance  programs  are  described  m  Appendix  A. 

Technical  assistance  and  information  is  available  through  local  investor-owned  utilities  (gas  and 
electric),  with  each  utilirx  offering  its  ow  n  initiatives  for  energy-related  business  serv  ices  in  each  of  their 
respective  service  territories   In  addition,  technical  assistance  is  available  for  eligible  Massachusens 
companies  in  areas  where  utilit> -assistance  programs  are  unavailable,  or  limited,  through  the  Energy 
Advisor  Program  (EAS).  Another  support  program  for  energy  efficienc\  and  pollution  prevention  is 
provided  b\  the  Business  for  Social  Responsibiliix  (BSR).  which  offers  assistance  in  partnership  with  the 
U.S.  Environmental  Protection  Agenc\  s  and  the  Department  of  Energy's  Climate  Wise  Program. 

4.8  Increase  Supply  of  Recovered  Paper 

The  Commonwealth  w  ill  need  to  continue  its  efforts  to  increase  collection  of  wastepaper 
increasing  the  wastepaper  supplv  would  help  reduce  wastepaper  costs  and  address  availability  concerns. 

At  the  local  or  regional  level,  economic  development  agencies  ma>  wish  to  tr>  acting  as  a  catalv  st 
in  connecting  primar>  manufacturers  with  local  wastepaper  sources  (such  as  municipalities).  For  example. 
New  York  State  worked  with  municipal  suppliers  in  Madison  Count\  and  a  cellulose  insulation 
manufacturer  to  dev  elop  supplies  of  clav -coated  newsback  for  testing  in  manufacturing  operations  This 
t\  pe  of  matchmaking  could  be  feasible  for  the  smaller  companies  in  Massachusens  that  have  a  manageable 
fi^er  appetite 

4.9  Increase  Demand  for  Recycled  Products 

Interview  ees  observed  that  the  recent  increase  in  demand  for  recycled  products  has  been  mostlv 
for  low-end.  high-volume  reprographic  paper,  which  is  not  manufactured  in  Massachusetts.  The 
manufacturers  of  the  high-end  specialty  writing  paper,  specialrv  papers,  and  paperboard  specialty  products 
cited  their  customers'  lack  of  demand  for  recycled  products,  unless  they  could  be  provided  with  "the  same 
qualitv  at  the  same  price"  as  the  nonrecycled  products.  Manufacturers  suggested  that  the  Commonwealth 
stimulate  demand  for  recycled  products  bv  increasing  public  awareness  of  recycling's  benefits  and  b> 
encouraging  acceptance  of  products  that  mav  look  a  little  different  from  products  made  with  only  virgin 
fiber.  Once  its  awareness  is  increased,  the  public  may  be  more  willing  to  pay  higher  prices. 

The  Commonwealth  has  had  some  success  in  increasing  consumer  acceptance  of  recycled  paper. 
For  example.  120  companies  have  commined  to  the  Buy  Recycled  Business  Alliance  to  increase  purchases 
of  recycled  products. 
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5.0    NEXT  STEPS 


This  siud>  is  an  imponani  step  in  making  state  assistance  programs  more  response  e  to  the 
pnma->  pulp  and  paper  manufacturer's  needs.  This  chapter  pro\  ides  a  brief  summan.  of  the  conclusions  of 
this  stuc> .  uhich 

•  Characterizes  common  issues  that  affect  the  economic  \  iahilir>  of  the  industry  .  and 

•  Identifies  altematnes  for  assisting  the  industr)  and  increasing  its  use  of  reco\ered  paper  in 
the  manufacturing  process 

5.1  Opportunities  for  Increasing  Competitiveness 

The  ISP  wili  assemble  a  focus  solutions  group  to  re\  lew  the  report  and  ideniif\  w  a\  s  of  mo\  ing 
fon\ard  in  assisting  primary  pulp  and  paper  manufacturers.  The  group  ma\  decide  to 

•  Establish  one  or  a  series  of  indu>tp.  networkis). 

•  Expand  existing  networks. 

•  De\elop  a  curriculum  for  training  the  state's  economic  development  communin.  in  how  best 
to  assist  the  paper  industr\.  or 

•  W  ork  w  ith  uni\  ersities.  Ba\  State  Skills  Corporation,  or  other  state  and  local  groups  to 
de\elop  emploNee  training  or  research  and  development  programs  that  are  responsive  to  the 
needs  of  the  paper  indusir>  . 

Having  examined  the  issues  and  problems  faced  b\  priman.  pulp  and  paper  manufacturers  in  this  report, 
the  ISP  and  DEP  hope  to  pro\  ide  training  to  make  state  capital-  and  technical-assistance  programs  more 
accessible  and  responsi\  e  to  the  needs  of  the  industr\  . 

5.2  Opportunities  for  Increasing  Use  of  Recovered  Paper  by  Primary  Pulp 
and  Paper  Manufacturers 

The  primaPv  issues  that  affect  the  use  of  recovered  paper  b\  primar>  pulp  and  paper 
manufacturers  in  Massachusens  are: 

•  Secondan.  fiber  qualir>  ; 

•  Cost  of  secondarv  fiber; 

•  SuppK  availabiiitN  of  secondar>  fiber:  and 

•  Demand  for  rec\  cled  products 

DEP  is  addressing  these  issues  and  w  ill  expand  initiatives  in  these  areas  as  opponuniiies  arise  In 
some  cases,  state  capital-assistance  programs  could  improv  e  the  competitiv  eness  of  manufacturers  and 


increase  their  use  of  reco\  ered  paper  b>  sTimulaiing  in\  estmeni  in  technologies  ina:  decrease  the  cos;  of 
using  seconda''\  fiber  b} 

•  Ai!o\^  mg  manut^acturers  to  use  louer-grade  fiber,  and 

•  Addressing  fiber-q'jali:>  issues 

The  Commonw  eahh  of  Massachusens  ma\  u  ish  to  stud>  the  costs  of  these  kinds  of  in\  esrment 
and  -nestigaie  their  poteniiai  benefits  in  reduced  operating  costs  or  increased  use  of  recycled  materials 

5.3     For  More  Information 

More  information  about  this  stud>  is  a\ailable  from: 
Sarah  Dagher 

Manager.  Technology  Di\ision 
Industrial  Ser\ices  Program 
(61" ) ":"-S;5S  \  3S] 

Jeflre\  Lissack 

Dire>.;or.  R^.\c'.ir..  Market  De\elopment 
Depar  — ^:r.  of  EnMronmen:a!  Protection 
(('!".  :■  ;-55S- 

Greg  Coor 
RecNciing  Specialist 

Depanment  ol"  En\ ironmenta'  Protection 

(6r  1 :9:-5Q8s 


APPENDIX  A 

State  Programs  Relevant  to  the  Needs  of  the  Paper  Industry 


Bay  State  Skills  Corporation  (BSSC) 

;  C  1  Summer  Street 
Boston.  MA  02  1  1 C' 
Phone   (6]"i 29:-5100 
Fax,  (61")2Q:-51(i5 
Contact   Jack  McCann 

B2>  State  Skills  Corporation  creates  and  supports  programs  to  upgrade  worker  skills,  with  a  focus  on 
emerging  technolog\ -based  industries:  assist  firms  in  the  areas  of  manufacturing  modernization,  high- 
performance  uork  organization.  technolog>  impro\ements.  and  workforce  de\elopmeni.  and  enhance  K- 
1 2  education 

Programs  are  often  des;gned  ir:  parrnership  \>.:;n  trade  associations  or  networks  of  companies.  Lsua!!> 
requires  a  pri\ ate  sector  match  ( cash  or  in-kind i  equal  to  20-50  percent 


Chelsea  Center  for  Materials  Reuse 

1  80  Second  Street 
Chelsea.  .M.A  02150 
Phone  (6riSS"-2?00 
Fax:  (61"  i  88"-0.'O9 
Contact   Am\  Ferlmurter 

The  Chelsea  Center  for  Materials  Reuse  w  as  created  in  Februar- .  1       for  the  purpose  of  creating  jobs, 
supponmg  rec>  clin_  efforts  and  helping  the  econom\  and  the  en\  ironment  b\  w  orking  to  increase  the  use 
of  rec\clable  materials  in  manufacturing  processes.  The  Center  w  ill  pro\  ide  technical  suppon  and 
information  to  indi\idua^.  organization"^  and  businesses  interested  in  implementing  w ider  use  of 
rec>clables  m  manufacturing. 


The  Department  of  Environmental  Protection  (DEP) 

Di\  ision  of  Solid  \\  aste  Management 
One  U'inter  Street.  4th  Floor 
Boston.  WA  02108 
Phone:  (6 1 7 1  2Q2-5500 
Fax:  (617)556-1049 

Contact:  Jeffre\  Lissack  ijur  informaiion  on  ihc  paper  industry  or  recycling  programs) 
Greg  Cooper 

For  permitnng  an  J  injonnaiion  on  regulations  contact  a  Regional  Service  Center 

Western  Massachusens  Central  Massachusens 

436  Dw ight  Street  75  Gro\e  Street 

Springfield  Worcester 

(413) 784-1100  ext  214  (508)792-7683 


Souihea?;ern  Massachusens. 
Cape  Cod  and  Islandv 
20  R:\ erside  Dri\ e 
Lake\  ille 
(508  I  940-2" 14 


Metropoiiian  Boston  and 
Nonheasiem  Massachusens 
1  (I  Commerce  W  a> 
\\  obum 
(61")  932-6"^ 


The  Depanmeni  of  En\  ironmenta!  Protection  was  established  in  ]  9''5  as  pan  of  a  reorsanizaiion  of  state 
go\  emmeni  and  .n  response  to  grow  ing  public  au  areness  about  the  need  for  en\  ironmental  protection 
DEP  IS  responsible  lor  ensuring  clean  air  and  uater  the  safe  management  of  solid  and  hazardous  w  astes, 
the  timel\  cleanup  of  hazardous  uasie  sites  and  spills,  and  the  preser\  aiion  of  \\  etland>  and  coastal 
resources 

DEP  has  established  \arious  waste  reduction.  rec\cling.  permining.  research,  compliance  and  enforcement 
program  initiatives  to  ensure  a  clean  and  safe  enMronment.  providing  citizens,  municipalities,  and 
regulated  businesses  w  ith  the  information  and  assistance  the\  need 

Energy  Advisor  Service  (EAS),  Division  of  Energy  Resources  (DOER) 

Energ)  Ad\  ibor  Ser\  ice 

100  Cambridge  Street.  Room  150(i 

Boston.  M.A  022i': 

Pnone,  i6!~i "2"-4"32 

Fa\   (61 "  '  "2"-(i03(i 

Coniac!   Cliff  Sulli\an 

The  Massachusetts  Di\  ision  of  Energ\  Resources  (DOER  i.  through  its  Energ>  Ad\  isor  Serv  ice  (E.AS). 
provides  the  technical  assistance  companies  need  to  cut  energ\  costs.  EAS  utilizes  engineers  from  the 
private  sector  who  prov  idc  flexible  and  comprehensive  energv  efficiencv  analvses  of  manufacturing 
processes  and  I'aciiities.  The  serv  ice  is  customized  to  meet  the  needs  of  indiv  idua!  companies.  EAS 
engineers  identifv  energv  sav  ing  opponunities  and  recommend  cost-effective  methods  for  achieving 
enerev  efficiencv 


The  Industrial  Services  Program  (ISP) 

The  Schrafti  Center 
529  Main  Street.  Suite  400 
Boston.  .MA  0129; 
Phone:  (61") "2"-8158 
Fax  (617)242-30"2 
Contact   Sarah  Dagher 

The  Industrial  Ser      s  Program  is  a  quasi-public  agencv  dedicated  to  improving  the  competitiveness  and 
financial  success  c;  Massachusens-based  companies  and  their  workers.  ISP's  mission  is  to  provide 
reemployment,  financial,  training,  and  business  services  to  companies,  industries,  and  workers  to  help  them 
meet  the  challenge  of  major  economic  and  technological  change. 

Services  to  companies  include  financing  assistance  and  customized  management  counseling  in  the  areas  of 
financial  restructuring,  energv  effciencv.  env  ironmentallv  sound  operations,  marketing  strategv,  and 
v\orkforce  dev  elopment  and  training 
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Massachusetts  Business  Development  Corporation  (MBDC) 

One  Liben>  Square 
Bosion.  MA  02  I  16 
Pht'ne:  (61"i  350-88"" 
Fax  (617)350-0052 

Contact:   Carol  Flti; 

The  Massachuseitv  Business  De\elopmeni  Corporation  is  a  pri\ate  corporation  under  state  chaner  uhich 
pro\  ides  loans  to  pri\  ate  and  non-profit  firms  unable  to  obtain  full  financing  from  con\  entional  lenders 
^1BDC  pro\  ides  loans  tor  u  orkini;  capital,  fixed  assets,  or  business  acquisitions  and  expansion^-  Their 
fundmg  range  averages  between  S250.00li  and  Si  .5  million   MBDC  is  the  fund  manager  for  the 
Department  of  Enx ironmenta!  Protection's  Rec> cling  Re\'oK  ing  Loan  Fund,  uhich  pro\  ides  loans  to  small 
rec> cling-related  businesses  to  help  leverage  otr.er  financing 


Massachusetts  Industrial  Finance  Agency  (MIFA) 

"5  ;  -deral  Street 
Boston.  M.A  0:1  10 
Phone   (61") 451-:-"" 
Fax.  (6; "i 451-3S35 
Contact:  Bonnie  Sullnan 

The  Massachusetts  Industrial  Finance  .Agencx  is  an  independent  public  agencx  created  to  promote 
economic  growth  and  increase  emplovment  through  a  \ariet\  of  financing  incentives.  MIFA  provides 
capital  to  grou  ing  enterprises  to  finance  purchases  of  equipment,  land,  or  facilities:  construction, 
renovation,  or  expansion  of  l"a--':ties.  c  to  refinance  asset-based  debt.  MIFA  issues  both  tax-exempt  and 
taxable  bonds,  insures  loans,  a,.^  makes  direct  loans  for  asset-based  industrial  expansion  and  commercial 
development 


Massachusetts  Manufacturing  Partnership  (MMP) 

Bav  Slate  ^^llls  Corporation 
100  Sumrr;^:  Street.  Fourth  Floor 
Boston.  MA  02  1  1  0 
Phone:  (617)292-5100 
Fax:  (617)292-5105 

Contact:  Ms.  Jan  Pounds.  MMP  Managing  Director 

(Regional  offices  locaiea  in  Baaon.  Danmouih.  Lowell.  Holden.  and  Springfield) 


Greater  Boston  Manufacturing  Pannership 

College  of  Management 

Universitv  of  Massachusens  at  Boston 

100  Morrissev  Boulevard 

Bosion 

(617) 287-7698 

Merrimack  Vallev  Manufacturing  Partnership 
175  Cabot  Street.  Room  307 
Wannalancit  Mills 
Lo\\  ell 


Southeast  Massachusens  Mfg  Partnership 
Southeastern  MA  Development  Ctr 
Lniversitx'  of  Massachusens  at  Dartmouth 
128  Chase  Road 
Danmouih 
(508)  997-3385 

Central  Massachusens  Mfg  Parmership 

30  Shrewburx  Street 

Holden 

(508) 82Q-0300 


(5(iSi  -!-Q-686" 

Manufaciurini;  Parinership  Westerr  Mass, 
139  Marsion  Hall 

Lni\ersii>  of  Massachuseriv  at  Amhersi 
(413  I  63"-3:ui' 

The  Massachuseus  Manufaciuring  Partnership  pro\ides  high-qualit>  technical,  rranagement.  and  support 
resources  geared  tu  helping  manufacturers  in   manufacturing,  products  itx .  qualiix  impro^errien;.  human 
resource  enhancement.  en\  ironmenial  concerns,  management,  and  training   Ser\  ices  are  offered  primariix 
through  a  neiw  ork  of  fi\  e  regional  offices,  staffed  b)  field  agents  \\  ho  \\  ork  u  ith  companies  indi\  idualK  to 
create  the  besi  ^on-.binaiion  of  assistance 


Massachusetts  Office  of  Business  Development,  Executive  Office  of 
Economic  Affairs  (MOBD) 

E\ecuii\e  Office  of  Economi:  Affairs 
One  .Ashbjrtor  Pici.-..  21s'.  Fiuor 
Boston.  .MA  02108 
Phone   (6P)  "2"-3206 
Fax   (61"  I  "2"-8"^-" 
Contact   Da\  id  Lu;e> 

(Rc^innj!  of!\cs  lu^aicJ  i>:  B(iS!(in,  Durimo;,!i:  Lo\sel!  liurcesicr,  anJ  Springfiela. 

MOBD -Boston  MOBD  -  Dartmouth         MOBD  -  Springfield 

(61"i "2"-320o  (508) 99--1438  (413)784-1580 

MOBD  -  Loueil  '.;OBD  -  W  orcester 

(508i  9-ii-i  193  (508  I  -  "92-"506 

The  Massachusetts  Office  of  Business  De\  elopment  assists  Massachusetts  businesses  in  creating  and 
maintaining  jobs  and  u  orks  to  anraci  neu  businesses  b\  facilitating  their  relocation  to  or  expansion  within 
the  Commonwealth   It  locuses  on  being  an  easil>  accessible,  ■"one-stop  shopping"  source  of  information 
ana  referral  lor  ectmomic  development   In  addition,  regional  offices  localize  the  man>  state  economic  and 
business  development  ser\  ices. 

The  regional  offices  ofler  assistance  and  general  information  to  federal,  state,  local,  and  private-sector 
programs  and  financial  resources   Financial  specialists  are  on  staff  to  direct  v  ou  to  lending  sources  that 
vs  ill  assisi  businesses  vk  uh  their  financing  needs.  The\  w  ill  connect  businesses  v\  ith  the  appropriate 
financing  resources  such  as  the  Executiv  e  Office  of  Communities  and  Dev  elopment  (EOCD).  Communitv 
Development  Finance  Corporation  (CDFC).  the  Massachusetts  Government  Land  Bank  (Land  Bank). 
Massachusens  Business  Dev  elopment  Corporation,  and  the  Industrial  Services  Program,  each  providing 
debt  financine  which  is  tailored  to  the  needs  of  the  borrower. 


Office  of  Technical  Assistance,  Executive  Office  of  Environmental  Affairs 
(OTA) 

Executive  Office  of  Environmental  Affairs 
100  Cambridge  Street.  Suite  2109 
Boston.  MA  02202 
Phone   (61''i  ~2"-3260 
Fax:  (61") "2~-382" 
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Contaci;  John  Raschko 

The  Office  of  Technical  Assisiance  for  Toxics.  Use  Reduction,  pan  of  the  E\ecuti\e  OflTcc  of 
En\ ironmental  AlTairs.  is  a  nonregulaioi^  state  agenc>  whose  purpose  is  to  assis;  Massachusens  industry  in 
Tnaking  \  lahle  changes  in  their  production  practices  aimed  at  reducing  or  eliminating  the  use  of  toxic 
substances  and  the  ge'-.eration  of  toxic  byproducts. 


The  Tactical  Training  Initiative,  Department  of  Employment  and  Training  (TTI) 

Dep-:nment  of  Eir,piO>  mer.'.  and  Training 

PoIic>.  Planning,  and  Legislaine  Affairs 

19  Stamford  Street.  4th  Fioor 

Boston.  MA  021  14 

Phone:    (6 1"  i  o:6-5  1  80 

Fax;  (61") ":~-80]4 

Contac  .lack  Kini: 


The  Tactical  Training  lniiia:i\e  helps  small  and  medium-sized  manufacruring  companies  create  new  jobs  m 
Massachusetts  and  tram  their  worklorce  m  new  skills.  W  orkforce  training  ma\  be  needed  to  develop  new 
skii.s  to  adapt  to  new  production  methods  or  modernization  of  facilities.  The  TTI  program  pro\  ides  job 
irairmg  grants  a>  an  incen::\e  tor  businesses  to  expand  employment  opportunities  in  Massachusens. 
Grants  generalK  are  between  Slr.OC'O  and  S50.(iCiO 


Noie       This  IS  not  an  all-inclusivc  lisi  ofsiaic  programs:  rather  ihesc  M  ere  judged  lo  be  most  relev  ant  lo 
the  tssvcs  identified  in  this  study.  There  may  be  other  state  programs  which  can  assist  paper  mills 
with  a  particular  problem  or  question    The  agencies  listed  above  should  be  able  to  refer  mills  to 
other  agencies  or  organizations  when  appropriate: 
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APPENDIX  B 
Participants  in  the  Paper  Industry  Survey 


American  Tissue  Mills  of  Massachusetts 

Mil!  Streei 

Bald\Mn\ilie.  MA  01436 
508-O.-Q.535Q 

Ba\  State  Paper  C  ompanx 

8^2  Ri\er  Siree: 
Boston.  MA  02  1  3b 
61 "-36 1-3500 

Bo>d  Con\erting  Compan> 

Pleasan;  Mreei  P  O  Box  28" 
South  L.J.  .MA  01260 
413-243-2200 

B\ron  Weston  Paper  Compan\ 
""6  Mam  Stree; 
Dalton.  MA  02166 
413-6S4-1234 

Cascades  Diamond  Inc. 

Church  Street  P.O.  Box  62" 
Thomdike.  MA  010"- 
413-283-830" 

Crane  &  Companv  inc 

J  South  Strcei 
Dalton.  MA  01226 
4]3-684-2o('u 

Crescent  Lee  Dixision 

P.O.  Box  285 
Lenoxdale.  MA  01242 
4 15-637-0] 56 

Crocker  Technical  Papers 

431  Westminster  Street 
Fitchburg.  MA  01420-4^00 
508-345-^77-1 

Crow  n  \  antage 

Adams  Mill 

1 1 5  Hou  land  .A\  enue 

Adams.  MA  01220 

413-743-02Q0 


Custom  Papers  Group  Inc. 

I  Old  Princeton  Road 
Fitchburg.  MA  01420 
508-345-2161 

DecoratiN  e  Specialities  International.  Inc. 

Front  Street  P.O.  Box  6001 
W  Springfield.  MA  01090 


Er\  ing  Paper  Mills 

97  East  .Mam  Street  P.O.  Box  38 
Erving.  MA  01344 
508-544-2"' 1 1 

Esleeck  Manufacturing  Compan>.  Iiu. 

P.O  Box  "  1  7  Canal  Street 
Turners  Falls.  MA  01376 
413-863-4326 

Haverhill  Paperboard  Corporation 

100  South  Kimball  Street  P.O.  Box  31 
Haverhill.  MA  01831 
508-373-41 1 1 

HoIlingsHorth  &  Vose  Compan\ 

1  1 2  W  ashington  Street 
East  \\  alpole  Mill 
Waipole.  MA  02032 
508-668-0295 

HollingsHorth  &  \  ose  Compan> 

Tounsend  Road 

W  est  Groton.  MA  014"2 

508-663-0295 

SchHeitzer-Maudit  International,  Inc. 

Grex  lock  Street 
Lee!  MA  01238-1002 
413-243-1000 

Mead  Specialt>  Papers 

Route  102  VK'illow  Street 
South  Lee.  MA  01260-0188 
413-243-1231 
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Merrimac  Paper  Compan\ 

SoLJih  Canal  Street 
Laurence.  MA  0184: 

National  Fiber  Board 

?  Depot  Street 
Bvi.henown.  MA  0100" 
4!3-28.~-8"4- 

Ne\Nark  Atlantic  Paperboard  Corp. 

25u  Canal  Street 
La\\  rence.  MA  0  i  842 
508-687-7100 

Northeast  Rec\ cling  Associates  Corp 

."50  Lincoln  Place 
Hmcham.  M  A  02043 
61---4Q-9800 

Parsons  Paper  Companv 
84  Sargeant  Street 
Hoi>oke.  MA  01040 
4  1  ~>-5?2-3222 

Perkit  Folding  Box  Corporation 

."6  Po> dras  Street 
Boston.  MA  02126 
6P-361-105" 

Prins  RecNcling  Center 

410  Rutherford  A\enue 
Charleston  n.  MA  02129 
61"-242-:'746 

PW  A  Dekor 

642  River  Street 
Fitchburg.  MA  01420 
508-342-1080 

Rising  Paper  Company 

295  Park  Street  P  O  Box  565 
Housatonic.  MA  01236 
413-274-3345 


Seaman  Paper  Compan\  of  MA.  Inc. 

P.O.  Box  21 

Balduin\ille.  MA  01436 
508-939-5356 

Sonoco  Products  Compan\ 

200  South  U  ater  Street 
Holxoke.  MA  01040 
413-536-4546 

SoulhHorth  Compan> 
Front  Street  P.O.  Box  5006 
West  Springfield.  MA  0)090 
413-732-5141 

Strathmore  Paper 

Mill  Road 

Millers  Falls.  .MA  01349 
413-659-391  1 

Strathmore  Paper 

Mill  Road 

W  oronoco.  MA  0109" 
413-659-391 1 

Texon 

1 190  Hunington  Road  P.O  Box  365 
Russell.  MA  01071-0365 
413-862-3652 

The  Paper  People 

P.O.  Box  513 
Uestfield.  MA  01086 
413-568-3297 

Tulip  Paper  Company 

20  Water  Street 
Holyoke.  MA  01040 
413-535-3268 
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APPENDIX  C 
Interview  Topics 


1.  COMPANY  BACKGROL.ND 

A.  0\'>nership  (Pri\aie  or  Public) 

B.  Number  of  Faciliiies  inside  and  outside  Massachusens 

C.  Number  of  Empio;.  ee^ 

D.  Er!iplo\ ee  Pa\ rol! 

2.  PRODI  CT  INFORMATION 

A.  l>pe  of  Materiai>  Manufactured 

B.  X'olume  of  Product 

C.  Distribjtion  Channels 

D  Major  Process  Equip;':'ien! 

3.  .SECONDAR\  FIBER  L  SAGE 


A 

Rec> cled  ContesVi 

B. 

\'olume  Used 

C 

Pre-  and  P.  >:-Consumer  Content  of  Rec\cled  Fiber 

D 

T\pc  L  sed  (.Mixed  Ofllce  \s.  Neu  sprint  i 

E. 

Oualit}  Needs 

F 

Suppliers 

G. 

Price  Trends 

H. 

A\  ailabilii) 

1, 

Alternaii\e  Supplies  of  Secondare  Fiber 

4.  INCREASING  RECYCLED  CONTENT 

A.  lncenti\es 

B.  Barriers 

C.  inniati\es  for  Increasing  L'se  of  W  aste  Paper 

D.  Suijgebtions  for  Addressing  Rec\ cling  Issues 

5.  PROCESSES  FOR  HANDLING  REO  CLED  MATERIALS 

A  Logistics  deli\ er\ 

B.  Storage 

C.  Treatment  S\ stem 

D.  Economics 

6.  COMPETlTI\  E  ISSUES 

A.  Ad\antages 

B.  Disads  antages 

C.  Current  Initiatnes  for  Increasing  Competitiveness 

D.  Suggestions  for  Addressing  Industn.  Disadvantages 

7.  EXISTING  STATE  ASSISTANCE  PROGRAMS 

A.  Awareness 

B.  Past  Use 

C.  Current  Needs 
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APPENDIX  D 
Restructuring  of  the  Electric  Utilities 


History  of  Electric  Utilities  in  Massachusetts 

The  process  needed  to  pro\  ide  electricin  to  consumers — i.e..  the  generation  of  the  electricir>  at 

pou  er  plants,  the  transmissior,  of  thai  eiectricit\  o\  er  wires,  and  the  distribution  of  the  electricir>  to  end- 
users — tradiiionali'-  hz>  been  seer  b>  go\  emment  as  the  basis  for  a  natural  monopoK  .  in  combination  u  itli 
the  traditional  go\ ernmeni-inspired  obligation  for  utilities  to  ser\e  all  customers,  because  electric  ser\  ice  is 
essential  for  national  prosperit} ,  the  industr)  has  been  organized  into  \enicall\  integrated  businesses  lha: 
pro\  ide  e\clus!  \  e  ser\  ice  in  defined  areas  across  the  country  . 

The  Industry 

The  electriv  ;rd ir.  Massachusens  is  a  s>  stem  of  exclusi\  e  ser\  ice  territories  supported  b\ 
e:cctricit>  ger.eraiio",  tran>n".;iSKir..  and  distribution  assets  owned  b\  7  in\estor-ouned  utilities  C'lOL's") 
and  40  municipal  utilities  The  "  lOU's  are 

•  Bi'-'C",  Edisor,  Company . 

•  Ca:r,bMdge  Electric  Light  Compan\ . 

•  Commopu eahh  Electric  Compan>. 

•  Eastern  Edison  Compan\  (a  wholK  owned  subsidiary  of  Eastern  Utililies  Associates). 

•  Fitchburg  Gas  and  Electric  Company. 

•  Massachusen>  Eiectric  Company  la  wholly  owned  subsidiary  of  New  England  Electric 
Sy  stem  (NEES )  i.  and 

•  W  estern  .Massach'j^etts  Electric  Company  (a  wholly  owned  subsidiary  of  Northeast  Utilities). 

(.An  eighth  IO'l  Nantucket  Electric  Company .  is  currently  in  merger  discussions  w  ith  NEES). 

Either  directly  or  through  afllliates.  these  companies  own  electric-generation  facilities,  high- 
voltage  transmission  networks,  and  low-\oltage  distribution  networks.  Because  they  control  the  entire 
proces-s  from  generation  to  distribution,  they  are  known  as  \erticall\'  integrated  utilities.  The  municipal 
utilities  generally  are  operated  by  the  electric  departments  of  municipal  governments  and  presided  over  by 
elected  or  appointed  boards 

Since  1978.  qualify  ing  cogeneration  and  small  power  production  facilities  (Qfs)  and  other  non- 
utility  generating  units  (NL  Gs)  ha\e  been  allow  ed  by  government  to  develop  independent  of  the  IOU"s. 
They  sell  power  in  the  wholesale  market  to  the  utilities  that  control  the  service  area  in  which  the  Qfs  and 
NL'Gs  generate  their  power.  Also,  in  response  to  the  energy  crisis  in  the  1970"s.  the  utilities  agreed  to 
ON'ersee  the  centralized  dispatching  of  electricity  (based  on  the  cost  of  electricity  generated)  through  an 
organization  called  the  New  England  Power  Pool  Os'EPOOL). 


Information  on  the  restructuring  of  the  electric  utility  industry  in  Massachusetts  was  provided  by 

Massachusetts  Senator  John  D  0"Brien's  (Chairman  of  the  Joint  Comminee  on  Energy  )  office,  in 
collaboration  with  the  DiM.sion  of  Energy  Resources. 
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Rates 


The  Department  of  Public  Liiliiies  (DPU).  uhich  regulates  the  electric  uiihr\  indusrr)  m  the 
Commonw  ealth.  determines  uti!it\  rates  using  a  system  knoun  as  "Cost  of  Ser\  ice  Rate  of  Returr,"  or 

OS  ROR  Because  there  is  no  competition  which  would  determine  a  market  rate,  the  DPL  determines  the 
cost  to  a  utilit)  of  pro\  iding  electricit>  in  its  serv  ice  area  and  allows  the  utility'  to  collect  that  cost  from  its 
ratepa\ers  plus  a  percentage  for  profit   The  DPL'  will  adjust  a  utihn  "s  profit  margin  if  it  determines  a 
utilit\  IS  running  as  efficient!)  or  effecti\ el\  as  possible^   Howe\ er.  shareholders  of  electric  utilities  ha\ e 
traditional!')  seen  j  stead)  return  on  their  in\estment 

Proposed  Changes  to  the  Industry 

In  19^8  the  federal  go\emment.  through  the  Public  Utilities  Regulator.  Policies  Act.  opened  the 
w  holesale  market  b)  allow  ing  cenain  ""qualifs  ing  facilities"  to  sell  elecrricit\  wholesale  to  the  utilities  that 
ser\ ;  the  territories  in  \\ hich  the        are  located.  In  August  of  1 995.  the  state  DPL'.  through  Order  95-30. 
man  dated  that  the  electric  utilities  submit  plans  to  the  Department  outlining  a  process  for  opening  up  the 
reia;l  t:ectricit\  market  to  competiiior;   In  theor>.  this  would  let  an)  industrial,  commercial,  or  residential 
L---  o!  eiccinci;)  i.:.L'Oie  wnich  comp_:.;  proMdes  their  eleciricit)  ser\ice 

The  DPI  proposes  to  open  the  market  to  competition  b)  separating  the  electricit) -generation 
process  from  the  transmission-and-distribution  process  Companies  would  be  able  to  build  generators, 
w  heiher  or  not  inovv  .  jmpanies  w  here  utilities,  and  use  the  existing  transmission  and  distribution  \\  ires, 
owned  b)  the  utilities,  to  iransm.it  electricit)  to  consumers.  It  has  been  argued  that  this  process  w  ill 
encourage  generators  to  compete  for  consumers  based  on  the  market  price  for  electricity,  thereb)  lowering 
the  cost  of  electricit)  o\er  the  long  term 

The  state  legislature  ha^  )et  to  weigh  in  on  this  issue  of  electric  utilit)  restructuring  with 
legislation   Howe\er.  the  Joint  Comminee  on  Energ)  and.  separatel).  the  Joint  Comminee  on  Go\emment 
Regulations  ha\e  held,  or  will  be  holding,  informational  hearings  as  the  process  continues. 
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